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Investor capitalism 
Gan shareholder value 
survive a bear market? 
Tony Jackson, Page 15 
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Gergiev in Rotterdam 
Passion of the 
whirlwind romantic 
ArtSi Page 13 



Deutsche BA 
A professional thorn 
in Lufthansa’s side 
I Interview, Page 12 



Elections in Slovakia 

y 

iarsetto win 
whatever the outcome 
Page 3 


THE £UB0: What British business really flunks 
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The first comprahansive survey of 
business opinion on the single currency 

flil MONDAY'S FT 


Fed mounts hedge fund rescue 

Banks urged to extend credit lines to Meriwether’s struggling Long-Term Capital Management 


WORLD NEWS 


UK warns over 
European Central 
Bank ‘secrecy’ 

The European Central Bank's 
independence from national poBt- 
fcal pressure Is at risk If It Insists 
on keeping the votes of its coun- 
cfl members secret, according to 
a member of the monetary policy 
committee of the Bank of 
England, the UK oentral bank. 
Page 11; Letters, Page 14 

German ataction battle heats up 
Helmut Kohl, German chancellor, 
and Gerhard SchrOder, opposi- 
tion Sodal Democratic party can- 
didate, stepped up their battle to 
win the centre ground of Goman 
politics In Sunday's general elec- 
tion. Page 16 

Moscow mayor attacks 8HF 

Yuri Luzhkov, Moscow's mayor 
and leading potential candidate 
for Russia's presidency, launched 
an attack on the previous gov- 
ernment and blamed Russia's 
financial crisis on bad advice 
from the International Monetary 
Fund. Page 2 

Utetar decommissioning ftopae rise 
The first signs of an end to the 
Impasse over terrorist arms 
emerged after a proposal from 
ministers In the Irish republic that 
the Irish Republican Army should 
outline a timetable for decommis- 
sioning. Page 11 

Romarisn finance chief sacked 
Romania’s beleaguered reform 
efforts suffered a further blow 
with the dismissal of finance min- 
ister Daniel Daianu, the cabinet’s 
leading technocrat Page 2; 
Observer, Page 16 

Italy moves to end airport dtaputo 
Italy has developed new compro- 
mise proposals In an effort to 
end Its dispute with the Euro- 
pean Commission over Malpensa 
airport outside Milan, Page 2 

US warns China over beds 
The US threatened unspecified 
retaliatory measures If China 
tailed to dismantle several barri- 
ers to trade and Investment. 

Page 16; Chinese currency, 

Page 6 

Ftapubfcana reject CBnton deal 

Republican leaders rebuffed talk 
of a compromise deal to allow 
President BUI Clinton to escape 
impeachment over the Monica 
Lewinsky scandal. Page 8 

CaS to modsmlBa Nato forcss 
The US and Britain are urging 
Nato allies to modernise their 
armed forces so the alliance can 
deal more rapidly with regional 
crises and terrorism. Page 2 

KuTlcaiM twads for RorMs Keys 

US officials ordered the evacua- 
tion of the Florida Keys, an archi- 
pelago off the Florida peninsula, 
as forecasters predlcteda week- 
end hurricane strike. Page 8 

IMf cautions India on fiscal deficit 
The International Monetary Fund 
warned India that its high fiscal 
deficits threaten “heavy costs” to 
the country's long-term eco- 
nomic prospects. Page 6 

S Africa boosts Lesotho force 
South Africa sent a column of 
armoured cars across the border 
Into Lesotho to bolster Its Inva- 
sion force. Page 4 


BUSINESS NEWS 


Bayer announces 
‘largest ever’ drugs 
research alliance 

Bayer, the German chemicals 
and drugs group, launched a 
$465m collaboration with Millen- 
nium Phaimaceutteate, the US 
gene-hunting company, In what 
they called the largest alliance to 
date in the field of drugs 
research. Page 17 

Usfnor, the French steelmaker 
bidding to become Europe's big- 
gest by buying a majority stake 
In Belgium's Cocked! I Sambre, 
put part of Hs speciality steels 
division up for sale. Page 20 

MM, the world's largest 
semiconductor manufacturer, 
plans to buBd a family of micro- 
processors designed for use In 
set-top boxes, hsncfoeld comput- 
ers arid consumer electronics 
based on technology It acquired 
from Digital Equipment Page 16 

Bertelsmann, the world's third 
biggest media group, signalled it 
would withdraw from its digital 
pay-TV business in Germany If a 
solution was not found to consol- 
idation In the sector. Page 20 

Nokia nd Ericsson shares rose 
sharply after the Finnish telecom- 
munications group said it was 
"confident” about third-quarter 
profitability and its Swedish rival 
outlined plans for a management 
shaksup. Page 17 

US internet shares roared ahead 
on news of the latest alliances 
between web search engines and 
big high-tech companies and 
expectations of future earnings. 
Page 17 

Deutsche Bank, Germany's largest 
bank, said Its management board 
member responsible for Informa- 
tion technology, Michael Endrae, 
wanted to retire from his post by 
the end of this yea. Page 20 

PNSpptas AJrfims, Asia’s oldest 
airline, was closed down last 
night after almost six decades of 
operation, the first airline In the 
region to be grounded by the 
effects of the Aslan economic 
crisis. Page 18 

Ikes, the world's largest furniture 
retailer, is planning to set up a 
company university to train man- 
agers and staff in Its 148 stores 
In Europe, North America and . 
south east Asia. Page 20 

Munich Re, Europe's largest 
reinsurance group, said turbu- 
lence on worid markets had 
driven down the vtiue of total 
hidden reserves from DM9Q.7bn 
($53.6bn] at the end of June to 
DM74ba Page 20 

VMM, the large German 
conglomerate which warned of a 
significant drop In net profits this 
year, wants to spin off Its Stirwes 
distribution and logistics com- 
pany and to concentrate on 
energy, chemicals and telecom- 
munications. Page 20 

Elko Prices 

A conpratanato staflaflctf gt&h to Ihe 
(uni owrencyzonB, oomtoglknipi 
uctaiDB, bond and aqidly motets. 
PagbM ■ • 


By WHOhb Lewis, Richard Witsra 
md Tracy Corrigan hi Haw York 

The Federal Reserve Bank of 
New York was yesterday mount- 
ing a rescue of one of the largest 
US hedge fluids, i» m ld signs that 
global financial contagion had 
begun to disrupt New York's 

fiTwnrtai markets. 

It remained unclear whether 
the flmiwrift l hfeboat would be 
enough to save Long-Term Capi- 
tal Management, which la headed 
by John Meriwether, the veteran 
Wafl Street bond trader. 

Long-Term Capital disclosed 
earlier this month that It had lost 
S2hn this year during the global 
market turbulence. It Is thought 
to have total investments worth 
far in excess of that sum. 

The Fed’s intervention came 
amid reports of growing pres- 
sures In New York credit mar- 
kets during the morning. The Fed 


had stepped In to “facilitate" 
negotiations between Long-Term 
Capital and several US commer- 
cial banks, according to one New 
York banker. The Fed had not 
suggested using Its own 
resources to back a bail-out. 

The Fed Is understood to have 
called a meeting of commercial 
banks In a bid to persuade them 
to extend new tines of credit to 
the struggling fund. The authori- 
ties are thought to have been 
concerned about the disruption 
that a forced sale of the fond's 
Investments would have on the 
New York financial markets. 

At the beginning of September 
Long-Term had capital of more 
than $2J8m. However, the fond's 
total market position wlQ be for 
more because hedge funds lever- 
age the size of their investments 
through borrowings and the use 
of derivative instruments. Invest- 
ment banks and commercial 


banks could lave exposures to 
the fund of several bQllon dollars 

u di, 

John Meriwether is one of the 
best-known hedge fund managers 
and enjoys a guttering reputation 
an Wall Street. Many of 
Long-Term Capital's Investments 
are thought to be in markets that 
have fallen heavily since Russia 
defoul ted on Its foreign debt last 
month, leaving the fond with the 
need to raise cash to stave off 
Illiquidity. 

In recent weeks Long-Term has 
been seeking to raise new funds 
from Clients. But according to 
people close to the fond It has 
foiled to attract sufficient funds. 

Over the past few weeks Wall 
Street traders say the fond has 
been selling assets to meet mar- 
gin calls from financial Institu- 
tions It has borrowed from. 

Yesterday the Fed and 
Long-Term Capital both declined 


to comment. However, people 
dose to the fond said It was 
engaged in a "last-ditch attempt" 
to raise new funds and Unes of 
credit from banks. 

Long-Term Capital, based In 
Greenwich, Connecticut, speci- 
alises In bond arbitrage, using 
complex formulas in an attempt 
to exploit price discrepancies 
among different types of securi- 
ties. 

Mr Meriwether was formerly 
vice chairman of Salomon 
Brothers, the Investment bank 
now Joined with Smith Barney 
and owned by Travelers Group. 
He was responsible for forming 
Salomon's US bond arbitrage 
unit, recently dosed down by 
TYevders. 

A number of high profile hedge 
funds have In recent weeks dis- 
closed substantial losses as a 
result of the turbulence In global 
markets. Earlier this month, 


Long-Term told clients it was 
down 44 per cent In August Mr 
Meriwether wrote that Tosses of 
this magnitude ora a shock to us 
as they surely are to you". He 
also wrote that "our financing Is 
in place". Including secured and 
unsecured term debt and long 
term debt and long-dated contrac- 
tual arrangements. 

"These term arrangements pro- 
vide tlmo to roduco our positions, 
if needed, as markets become 
more settled. We continue to 
work closely with counterparts." 
he wrote. 

Yesterday there wore signs 
that the liquidity of the US Trea- 
sury repo market, which hedge 
funds use to help finance their 
positions, was under pressure. 
Banks said they were becoming 
increasingly reluctant to extend 
further credit to hedge funds. 


Lax, Page 16 



Greenspan warns of effects of 
global crisis on US economy 

Financial markets surge on expectations of interest rate cut 


Ateah Wtei tend, wife of sacked ^ Mafeptan deputy premier Anwar 
tbrahfcn, teweka to reporters yMtankv Mtar officiate tnued a naMoHon 
onter barring her from hofcHng rafre rt hw hoosa-Raport, Page 6 Reuters 


By Geraid Baker to Washington 

The deepening global economic 
crisis may slow the US economy 
by more than enough to crush 
domestic Inflationary pressures, 
Alan Greenspan, the f-hati-ma n of 
the US Federal Reserve, said yes- 
terday, in remarks suggesting an 
Interest rate cut by the Fed Is 
now a growing possibility. 

Mr Greenspan said the global 
Crisis hfMl "Infected" US Bnnmdal 
markets, and warned that Its 
effects on the American economy 
as a whole were likely to Inten- 
sify. 

' "Deteriorating foreign econo- 
mies and their spillover to 
domestic markets havB increased 
the possibility that the slowdown 
In foe growth of toe American 
economy will be more than suffi- 
cient to hold Inflation In check,” 
he told the Senate Budget com- 
mittee. 

Financial markets surged on 
the Fed chairman's remarks, 
which were his clearest Indica- 
tion yet that toe central bank has 
shifted Its policy-making focus 
from fighting Inflation to pre- 
venting a sharp slowdown In US 
growth. The Dow Jones Indus- 
trial Average, extending gains in 


the morning session, was up 
13B.76 at 8,036.96, at 2.05pm New 
York time, five minutes after Mr 
Greenspan’s testimony was 
released. Equity markets In Latin 
America also reacted positively, 
while the US dollar weakened 
against other malar currencies. 

The Fed's policy-making open 
market committee’s next meeting 
Is on Tuesday, and while most 
Wnanriwi market economists are 
still not expecting the oentral 
bank to cut rates then, the 
chances of a rate cut seemed to 
rise with yesterday's remarks. 

Mr Greenspan said policy mak- 
ers around the world needed to 
be "especially sensitive to the 
deepening signs of global dis- 
tress, which can Impact their 
own economies". 

The Fed chairman gave a long 
list of adverse effects the crisis 
was having on US financial mar- 
kets, Including lower stock 
prices, interruptions in fund 
flows and a more cautious 
approach by banks to lending. 

While he said there was little 
evidence to date of significant 
weakness In the economy as a 
whole, he noted conditions were 
likely to get worse. 

'"Disappointing profits In a 


number of industries and less 
rapid expansion of sales suggest 
some stretching out of capital 
investment plans in the months 
ahead. Lower equity prices and 
higher financing costs should 
damp household and business 
spending, and greater uncer- 
tainty and risk aversion may also 
lead to more cautious spending 
behaviour," he said. 

Last month, the Fed’s open 
market committee shifted Us pol- 
icy stance away from a bias 
towards raising rates, to a neu- 
tral position, meaning It saw the 
risks facing the economy os 
evenly balanced between infla- 
tion and recession. But Mr Green- 
span’s statement yesterday 
suggested policymakers now saw 
the risks as tilted more towards a 
sharp slowdown. 

A week ago Mr Greenspan 
damped expectations of an inter- 
national cut In interest rates 
whan he told another congressio- 
nal committee that central banks 
were not coordinating an easing 
of monetary policy. 

Crisis set fe hit exports, Pairs 5 
Lex, Page 18 
Gunenctea, Page 27 
World stocks, Pegs 88 


Brussels hunts for 
exam leak culprits 
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By IM Bocktoy In Bruweta 

An embarrassed European 
Commission was yesterday 
forced to cancel toe results of all 
30,000 candidates In its presti- 
gious entrance exams last week 
after evidence that Questions 
were leaked In advance. 

A hunt was already under way 
Inside the European Union’s 
executive am for the source of 
the leak. Officials warned the cul- 
prit would face "severe penal- 
las". 

The multiple choice tests con- 
stituted stage ana of a three-stage 
concours aimed at spotting the 
Brussels mandarins of tomorrow. 

The Commission is still prob- 
ing other complaints that nTwnHn 
supervision led to widespread 
cheating, with participants call- 
ing Mends on their mobile 
phones from the toilets to find 
the answers to questions. 

Evidence of fraud In its own 
recruitment process is a public 
relations disaster for toe body 
responsible for toe policy initia- 
tives and day-tfrday running of 
toe whole EC. Under Commission 
president Jacques Santer, the 
Brussels-based executive has 
adopted toe slogan "do less - but 
better". 

Cancellation Is also expensive. 
Staging toe four-part tests la U 
languages and 38 centres across 
Europe cost Ecul^m (5810,000), 
‘There should be outrage 
across toe EU from taxpayers," 
said one Brussels candidate. 


“They're going to have to redo 
thB whole thing." 

Erkkl LUkanen, commissioner 
for personnel, said he had found 
"sufficient suspicions of a leak of 
at least one of the tests, la at 
least ooe language”. 

"So that we could guarantee 
equal treatment for all candi- 
dates, 1 decided to cancel toe 
tests," he added. 

Officials wait! the leaked papers 
were la Italian but any number 
of exam centres could have been 
affected. Candidates will be 
Invited to retake the tests, possi- 
bly in a simplified format, but 
officials warned that organising 
the re-sit could take months. 

Questions ranged from the 
total commitment appropriations 
la the Eli’s draft 1999 budget 
(answer: 97bn euros) to the loca- 
tion erf toe European drugs obser- 
vatory (Lisbon). 

About 2L00D candidates should 
have proceeded to an essay 
round, with 1,000 receiving final 
interviews fin: 475 places. Even 
the youngest successful candi- 
dates could anticipate starting 
salaries of more than $3,600 a 
month, plus expatriate allow- 
ances, and special tax status. 

"It’s disappointing," said one 
Brussels candidate. "I went to the 
toilet and I could see and hear 
what was going on. Lots of 
people were using phones.” 

"It was a shambles,” said 
another. "But Td love to sit it 
again. I forgot my calculator last 
time." 
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IT SLEEPS ALONE 



A FRUGAL AND ANONYMOUS SCO'S LONG YEARS AGO, observed that 
the oaken casks which had been used for bringing sheny, port, or madeira 
into the country, might be employed thereafter to mature malt whisky . 

A PRIME NOTION IT TURNED OUT TO BE. The casks (particularly those 
that had contained sherry) imparted both a lustrous golden colour and a 
beguiling hint of redolence to the malt 

SO SUCCESSFUL WAS THE PRACTICE, in fact, that soon all the malt 
whiskies (among them The Macallan) were matured in this way. 

But time passed. 

SHERRY CASKS ONCE TO BE HAD FOR A FEW PENCE NOW COST 
SCORES OF POUNDS. And first one and then another faint-heart settled 
for more expedient alternatives, with the result that today The Macallan is 
the last malt whisky to be exclusively ao matured. 

However,.. 

A PROFUSION OF OPTIMUM RATINGS IN SUNDRY ‘BUND’ 

TASTINGS of top malts has convinced us of the wisdom of our solitary 
course. Putting it another way, you might say our virtue is your reward . 

THE MACALLAN. THE MALT. 
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EUROPE 


Swedish PM 
offers new 
party deal 


By Tan Burt fn Stockholm 

G6ran Persson, the Swedish 
prime minister, yesterday 
outlined the terms of a new 
parliamentary alliance 
between his Social Demo- 
crats, the former communist 
Left party and the Greens 
following Sunday’s general 
election. 

Mr Persson. who saw sup- 
port for the SDP fall to a 
70-year low of 36.6 per cent 
in the election, said he was 
willing to work with the Left 
and Greens on five broad 
areas and signalled that the 
alliance should last for the 
full four-year parliament 

"I do not want a shaky or 
unsteady government." he 
added. “We will start with 
the autumn budget to see if 
it can work." 

Speaking after meetings 
with leaders of the Left and 
Green parties, Mr Persson 
said the parliamentary 
co-operation would focus on 
the economy, employment, 
the environment, welfare 
benefits and equal opportu- 
nities. 

He made no mention of 
joining the European eco- 
nomic and monetary union, 
an issue on which both the 
Left and Greens are demand- 
ing a referendum and calling 
on Swedes to reject any 
idea of the country adopting 
the single currency. The SDP 
is anxious to delay such a 
poll. 

If consummated, the three- 
party agreement would 
ensure a parliamentary 


majority for a Social Demo- 
crat-led government, but 
would not constitute a for- 
mal coalition. 

It would also end the 
hopes of Sweden's four non- 
socialist parties, led by the 
Moderates, of for ming a cen- 
tre-right coalition to oust the 
SDP. 

In spite of the SDP’s over- 
tures to the Left and Greens, 
Erik Ash rink, the finance 
minister, yesterday effec- 
tively ruled out any relax- 
ation of public spending con- 
straints to meet the demands 
of the Left, which wants 
to create 100,000 new public 
sector jobs and increase 
subsidies to local authori- 
ties. 

"There is very limited 
room within our expenditure 
ceilings to make any 
changes to spending plans; 
there will be no major shift 
in economic policy," he said. 

Senior finance ministry 
officials will be finalising 
measures for the October 13 
budget in the next few days. 
The budget is expected to 
underline the SDP's commit- 
ment to achieving a 2 per 
cent budget surplus and 
reducing Sweden's public 
sector debt 

Even if the Left oppose the 
budget. Mr Asbrink pre- 
dicted it would win parlia- 
mentary approval following 
the introduction this year of 
new budget rules, under 
which the SDP agreed with 
the non-socialist parties to 
set defined expenditure ceil- 
ings for the next three years. 


NORTH ATLANTIC TREATY ORGANISATION ALLIES TO DISCUSS PLANS TO DEAL WITH REGIONAL CRISES AND TERRORISM MORE RAPIDLY: 


US, Britain urge Nato forces to 



By Alexander Hicoll in 
Vilamoura, Portugal 

The US and Britain are 
urging Nato allies to mod- 
ernise their armed forces so 
the alliance can deal more 
rapidly with regional crises 
and international terrorism. 

An early blueprint for a 
revamp of Nato military 
force structures will be dis- 
cussed today by defence min- 
isters meeting in Vilamoura, 
Portugal where the agenda 
will be topped by a review of 


options for military interven- 
tion in Kosovo. 

Nato members have until 
now been unable to agree on 
how to stop the violence in 
the Serbian province. But 
the conflict is nevertheless 
seen as the type of crisis to 
which Nato troops should be 
ready to move quickly, 
whether to provide humani- 
tarian assistance, peace- 
keeping, or more direct force 
such as air strikes- 

Nato is also examining 
how it can act as an allia nce 


against terrorism and weap- 
ons of mass destruction. 

Javier Solana. secretary- 
general, hopes Nato takes 
clear steps in these areas so 
that it is seen to be a credi- 
ble, relevant military organi- 
sation when its leaders meet 
in Washington next year for 
the alliance's 50th anniver- 
sary summit 

Nato is working on a new 
"strategic concept" to form 
the foundation for its activi- 
ties. replacing a 1990 version 
which, although drafted as 


the Soviet bloc collapsed. 
$tUl primari ly reflected cold 
war needs. 

US and British officials 
believe a model for moderni- 
sation has been provided by 
the recently completed UK 
strategic defence review. 

The British review laid 
stress on mobility and flexi- 
bility, with plans for two 
new aircraft carriers. It 
devoted more resources to 
rapid reaction forces, trans- 
port aircraft and ships, and 
it created new joint-service 


forces and a joint logistics 
organisation. 

Nato’s prolonged peace- 
keeping presence in Bosnia 
has revealed problems in 
some countries' ability to 
sustain their commitments 
and to operate alongside oth- 
ers, with communications 
and command structures 
giving particular difficulties. 

The discussions could 
raise difficult issues for Ger- 
many and other countries 
where spending on new mili- 
tary capabilities would be 


controversial. Since Natitfs 
military structure -is qf : Qttie 
value if members cannot 
agree on its use. the ques* 
tion of what constitutes a 
sufficient mandate for action 
- hi ghlig hted by the Koeoyo 
crisis - will be central to the 
formulation of a new strate- 
gic concept 

The US believes a United 
Nations resolution is hot 
required for Nato to inter- 
vene in a crisis, but this 
view is strongly opposed by 
some European countries. 


PRESIDENTIAL HOPEFUL LUZHKOV CONDEMNS PRIVATISATION 


Moscow mayor blames IMF 
advice for Russia’s woes 


Italy plans 
Milan airport 
compromise 


By Paul Betts in MBan 


The Italian government has 
developed new compromise 
proposals in an effort to end 
its dispute with the Euro- 
pean Commission over the 
opening of the expanded 
Malpensa airport outside 
Milan. 

The Commission, the exec- 
utive branch of the Euro- 
pean Union, last week 
rejected Italy's original plan 
to force all flights from the 
existing Linate airport to 
transfer immediately to Mal- 
pensa when it opens on 
October 25, with the excep- 
tion of the Milan-Rome shut- 
tle services. 

Brussels argued the move 
would favour Alitalia, the 
Italian national Hag carrier, 
over other airlines. It would 
also inconvenience travellers 
because or tbc lack of ade- 
quate road and rail connec- 
tions between Malpensa and 
Milan's city centre. 

As a compromise, the 
Commission proposed that 
40 per cent of Bights must he 
allowed to operate from Lin- 
ate until these connections 
were complete, against the 
20 per cent favoured by Alit- 
alia. 

Roberto Formigoni. presi- 
dent of the Lombardy region, 
yesterday said Italy planned 
to propose that one in three 
flights should remain at Lin- 
ate, bringing Rome's posi- 
tion considerably closer to 
that of Brussels. 

If accepted, the compro- 


mise would finally resolve 
an issue which has devel- 
oped into a serious diplo- 
matic confrontation between 
Italy and the EU. 

There are some conditions 
attached to the compromise, 
however, that could prove 
problematic. Mr Formigoni 
said airlines would have to 
apply the new Malpensa 
transfer proposals on a pro- 
portional basis to all their 
individual services. 

"If Lufthansa has nine 
flights a day from Milan to 
Frankfurt they would be 
able to keep three flights at 
Linate and transfer six to 
Malpensa," he said. 

He conceded that this 
risked being opposed by the 
EU, which has said the air- 
lines should be free to 
choose what flights they 
moved to Malpensa. Large 
European airlines such as 
British Airways, Lufthansa 
and Air France are anxious 
to maintain their services 
from their main hubs of Lon- 
don. Frankfurt and Paris to 
Linate. 

Mr Formigoni said the new 
"Malpensa Express" rail link 
between the L2.200bn 
LSI. 3b n) airport and Milan 
would be completed next 
June. At that time, airlines 
would have to transfer a fur- 
ther 16-20 per cent of their 
existing flights from Lina te. 
The transfer to Malpensa 
was expected to be com- 
pleted in spring 2000, when 
tbe highway links were due 
to be finished. 


By John Thornhill in Moscow 

Yuri Luzhkov, Moscow's 
mayor and leading potential 
candidate for Russia's presi- 
dency, yesterday launched a 
stinging attack on tbe previ- 
ous government and blamed 
Russia's financial crisis on 
bad advice from the Interna- 
tional Monetary Fund. 

In a clear attempt to draw 
support from the leftist 
opposition, Mr Luzhkov said 
privatisation had "robbed 
the state" and transferred 
property ownership into the 
hands of those who could 
not manage it effectively. He 
described the recent collapse 
of the government debt mar- 
ket as a "swindle". 

The mistaken monetarist 
policies of the previous gov- 
ernment had produced bad 
economic results and the 
hollowing out of Russian 
Industry. 

"Following the recommen- 
dations of the IMF. we have 
given up our own production 
and begun to turn into the 
raw material appendage of 
the civilised world." he said. 

Mr Luzhkov is fond of 
making tub-thumping 
speeches on nationalist 
issues - such as the need to 
reclaim Crimea from 
Ukraine - to position him- 
self as a patriotic strong- 
man. Some of Mr Luzhkov’s 
supporters already appear to 
be seeking his endorsement 
by the Communist-domi- 
nated opposition before the 
next presidential elections, 
scheduled for June 2000- 

But in talks with Rudolph 
Edlinger, Austria's finance 
minister, Mr Luzhkov pres- 
ented his more moderate 
face as the friend of foreign 



Yuri Luzhkov, blamed the IMF and said priv a t is ation had 'robbed the state' 


Poppertoio/Reuters 


investors and appealed for 
additional international 
assistance. 

“Europe should not leave 
Russia without help," he 
said, promising that any 
such assistance would not be 
“spent in vain like previous 
loans". 

Western finance officials, 
who have been In Moscow to 
discuss ways of softening the 
impact of Russia's economic 
crash, have indicated they 
are likely tty provide help 
only via the IMF. The Fund 
had lent Russia $i&8bn by 
the end of July and is in 
talks with the government 
concerning its future eco- 
nomic strategy. 

Economists suggest the 
IMF is highly unlikely to 
extend further loans to Rus- 


sia if the new government 
starts printing large 
amounts of money to cover 
its budget deficit 

Anatoly Chubais, wbo 
negotiated Russia’s latest 
IMF loan, said any large- 
scale monetary emission 
would lead to an economic 
“catastrophe". 

But in a briefing with for- 
eign journalists, Mr Chubais 
said he saw some grounds 
for optimism. Property 
rights had now been firmly 
established in the country 
which would prevent any 
Communist revanche. Presi- 
dent Boris Yeltsin had 
vowed to protect freedom oE 
speech. 

The middle classes, who 
were losing their jobs, would 
also become politicised by 


the economic crisis, he said. 
They would make sure the 
Communist-influenced gov- 
ernment was held account- 
able at tbe ballot box if it 
resorted to Soviet methods 
of running the country and 
worsened the economic cri- 
sis. 

Mr Chubais dismissed alle- 
gations that tbe central bank 
had misused the latest 
J4.Sbn tranche of the IMF 
loan as “pure fantasy". He 
said 93Bbn had been used, as 
specified, to bolster the cen- 
tral bank's reserves and 
defend the rouble, while tbe 
remaining Slbn had been 
spent on legitimate budget 
needs. He claimed tbe accu- 
sations against the central 
bank were "politically moti- 
vated". 


Romanian 
finance chief 
dismissed 


By Virginia Marsh 


Romania's beleaguered 
reform efforts suffered a fur- 
ther blow yesterday with the 
dismissal of the finance min- 
ister, the cabinet's leading 
technocrat. Daniel Daianu, 
an independent, was 
replaced after the Liberal 
party, which had nominated 
him for the post, said it was 
withdrawing its backing. 

The move comes amid con- 
cern over deterioration 
within the economy and at 
the failure of the fractious, 
multi-party coalition to 
speed up stalled reforms, it 
also follows last week's deci- 
sion by Moody's, the US 


credit rating agency, to cut 
Romania's external debt rat- 
ings. 

“This is bad news for 
reform," said Matthew Vogel 
at Merrill Lynch in London. 
“It is hard to see how 
Romania is going to finance 
its deficits next year without 
a new agreement with the 
International Monetary 
Fund, and getting an agree- 
ment will be more difficult 
without Mr Daianu, tbe lead- 
ing reformer." 

Investment bankers in 
Bucharest said that while Mr 
Daianu 's administrative abil- 
ities were questionable, the 
Harvard-educated economist 
had seemed one of the few 



Siemens 
in fund for 
Nazi-era 
prisoners 

By Graham Bowtay in Frankfurt 


Danie! Daianu: was the cabinet's leading technocrat 


senior government members 
fully aware of the serious- 
ness of the country's eco- 
nomic problems in tbe light 
of the financial crises in Rus- 
sia and Asia. The turmoil in 
emerging markets would 
make it even more difficult 
for the country to raise 
external financing of *4bn 
next year, they said. 

Mr Daianu, who was 
appointed last December, 
has been replaced by Dece- 
bal Traian Remes, a little 
known Liberal member of 
parliament Tbe party advo- 


cates lower taxes, which Mr 
Daianu had resisted because 
of Romania's burgeoning 
budget deficit 

Radu Vasfle, prime minis- 
ter, had publicly criticised 
Mr Daianu on several occa- 
sions far falling to improve 
tax collection or prepare 
draft laws on time. 

Mr Daianu had also pub- 
licly opposed a controversial 
$1.5bn helicopter deal 
approved by the cabinet but 
Mr Vasil e said last month 
this would not be the reason 
for his dismissal. 


Siemens, Germany's biggest 
engineering group, yesterday 
became tbe latest German 
company to bow to mount- 
ing public pressure when it 
announced it would set up a 
DM20m (Slim) fund to com- 
pensate former Nazi-era 
slave labourers. 

Siemens called on the gov- 
ernment to set up and help 
pay for a nationwide fund to 
compensate prisoners who 
were forced to work in Ger- 
man factories during the sec- 
ond world war. 

This month, several big 
companies - including 
Daimler-Benz. Siemens and 
Volkswagen - have been hit 
by law suits from surviving 
prisoners now living in the 
US. Two of tbe country's big- 
gest commercial banks, 
Dresdner and Deutsche, and 
Degussa. the industrial con- 
glomerate. face separate law 
suits for their alleged roles 
in the Holocaust. Allianz, 
Germany’s biggest insurance 
company, has signalled its 
willingness to compensate 
Jewish survivors for unpaid 
insurance claims from the 
time of the Holocaust. 

Volkswagen, Europe's big- 
gest car manufacturer, this 
month announced a DM20m 
fund to pay compensation to 
prisoners who worked in its 
factories to bufld weapons 
and vehicles for the German 
war effort However, repre- 
sentatives of the former 
workers have complained 
that VW has not been clear 
how much individuals would 
receive. Siemens, which said 
it "expressed its deepest 
regret" and acknowledged 
“moral responsibility" for 
what happened during the 
second world war, said it 
would raise the size of its 
fund if more money was 
needed. It estimates that 
around 10,000-20,000 slave 
labourers were working in 
Its factories at the end of the 
war. 

Siemens' call for the Ger- 
man government to partici- 
pate in a national compensa- 
tion fund is hugely sensitive. 
Helmut Kohl, chancellor, 
has ruled out state involve- 
ment since he argues such 
issues should be the respon- 
sibility of companies. 

But Siemens, which had 
earlier resisted moves for 
companies to set up individ- 
ual funds, said slave labour- 
ers were pressed into work 
by government as well as in 
companies. Gerhard ScftrS- 
der, the SPD challenger to 
Mr Kohl in Sunday’s elec- 
tions. has said tbe govern- 
ment could organise a 
nationwide fund but was 
unlikely to pay into it 
Siemens' fund would be 
administered by “e min ent 
individuals and associations 
not associated with Sie- 
mens". the company said. 


E German 
talks start 
on work 
hours 

By Tony Barber in Frankfurt 


Employers and trade unions 
in eastern Germany’s engi- 
neering sector, whose perfor- 
mance is vital to the region's 
economic recovery, began 
discussions yesterday on 
whether to approve an 
understanding extending the 
38-hour working week in tbe 
east until the end of 2000. 

The employers' association 
Gesamtmetall and Ger- 
many's largest trade union, 
IG Metall. reached the 
understanding earlier this 
week, but individual compa- 
nies and union branches 
have the right to raise objec- 
tions until October 9. The 
essence of the deal is that 
the union will put off its 
demands for a 35-hour work- 
ing week in eastern Ger- 
many in return for an assur- 
ance that its 280,000 
members there will be enti- 
tled to the same pay deal 
currently under negotiation 
In the west 

Negotiators for Gesamt- 
metall have accepted this 
point, but secured agree- 
ment that the western pay 
deal will be introduced in 
the east with one month’s 
delay. Engineering workers 
in western Germany won the 
right to a 35-hour week in 
1995. ' 

The understanding, 
reached In Berlin last Mon- 
day was a classic example of 
tbe German system, unique 
among the world's leading 
industrial countries, under 
which employers’ groups 
and trade unions negotiate 
labour agreements that are 
binding for the majority of 
companies in a particular 
industrial sector. 

Werner Stumpfe. the presi- 
dent of the employers’ 
group, and Walter Riester, 
influential deputy chairman 
of IG Metall, have each 
described the agreement as a 
sensible compromise. How- 
ever, some tensions remain 
beneath the surface. IG Met- 
all leaders regard a 35-hour 
week in eastern Germany as 
a reasonable, medium-term 
objective. But many workers 
in the east, where unemploy- 
ment runs at close to 20 per 
cent, are suspicious of deals 
that threaten to undermine 
their companies' competi- 
tiveness. 

The IG Metall representa- 
tive for the states of Berlin, 
Brandenburg and Saxony, 
Hasso DflveL is a passionate 
advocate of the 35-hour week 
and be gave his assent to the 
understanding only because 
he recognised that some 
companies might pull out of 
sector- wide labour negotia- 
tions rather than accept 
reduced working hours. 

In western Germany, IG 
Metall recently said it would 
suspend its demand for a 32- 
hoor week until the end of 
2000. 
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Prodi fails to reach agreement 
with Communists on budget 


By James Blitz in Rome 

Senior figures in the Italian 
government are conceding 
they will face a head-on 
clash with their far-left 
Marxist allies next month 
after both sides failed yester- 
day to resolve outstanding 
differences over the 1999 
budget 

Romano Prodi. the prime 
minister, met with Fausto 
Bertinotti, the leader of 
Reconstructed Communism, 
to try to reach a last-ditch 
accord before finalisation of 
the budget at a cabinet meet- 
ing tomorrow. 

Mr Bertinotti, whose party 
provides the government 
with a majority in the cham- 
ber of deputies, said after the 
meeting that his demands 

* 


for a boost to employment 
and social justice “had not 
been accepted”. 

A senior government fig- 
ure said; “We are now cer- 
tain that Mr Bertinotti will 
lead part of his party out of 
the government majority 


trade union leader who tem- 
porarily brought down Mr 
Prodi last year, has made it 

increasingly clear in recent 

months that he wishes to 
end his two-and-a- half year 
association with the govern- 
ment and move into opposl- 


*1 cannot deny there are going to 
be some very rocky days ahead’ 


into opposition. I am confi- 
dent that enough members 
of his parti’ In parliament 
will stay on our side, making 
sure the budget Is passed. 
But I cannot deny there are 
going to be some very rocky 
days for us ahead.” 

Mr Bertinotti, a former 


tion. However, another fac- 
tion in his party, led by 
Armando Cossuta. the presi- 
dent, has said it wishes to 
back the government and 
the 1999 budget for fear that 
tbe collapse of the centre-left 
administration might open 
tbe door for the return of the 


centre-right, led by Silvio 
Berlusconi. 

Tbe focus of attention in 
Rome is now on a meeting of 
the Communists’ 330-mem- 
ber national political council 
on October 3 and 4. Mr Ber- 
tinotti looks certain to get at 
least 175 members of the 
council to back a resolution 
to vote against the budget in 
a motion to be debated in 
parliament next month- 

The question then will be 
how many of the Commu- 
nists' 34 deputies join him in 
voting against the govern- 
ment. which has a majority 
in the chamber of at least 14. 
More than 20 Communist 
deputies are thought to be 
loyal at the moment to Mr 
Cossuta. making passage of 
the finance bill likely. 


Norwegian central bank 
predicts slower growth 


By Valeria Skold and 
agencies in Oslo 

Norway's central bank 
yesterday forecast a slow- 
down in economic growth, 
and pointed to risks of “sub- 
stantially higher” inflation 
than In the country’s trading 
partners. 

The economy has been 
battered by a plunge in oil 
prices to 10-year lows. 

The bank predicted that 
Norway’s mainland gross 
domestic product would 
grow by 1.25 per cent next 
year, compared with 2.75 per 
cent in the bank's June fore- 
cast 

Total GDP, which includes 
offshore oil revenues, is esti- 
mated to grow by 2 per cent 
down from the previous pre- 


diction of 4.25 per cent. 

The bank expects growth 
of 3.5 per cent this year, 
down from 4 per cent pre- 
dicted in June. 

The bank blamed the 
downturn on expectations of 
high interest rates, which 
have been raised by a total 
of 4.5 percentage points this 
year in an attempt to defend 
the currency. 

The bank temporarily 
suspended monetary policy 
controls in August, in effect 
letting the krone float 
The fan of the krone also 
led the bank to adjust its 
inflation forecast The report 
raised forecast 1999 con- 
sumer price growth to 32J5 
per cent from the 3 per cent 
it predicted in June, assum- 
ing the exchange rate was 


unchanged from current lev- 
els. It said inflation would 
fall to 2.75 per cent if the 
krone returned to its origi- 
nal range against European 
currencies. 

Kjell Storvik, the central 
bank governor, reiterated 
csdls for a tightening of fis- 
cal policy to help ease pres- 
sures in the economy. . 

"Some of the reasons for 
the problems we are facing 
is that Norwegian economic 
policy, so far. has railed to 
take sufficient account of the 
risk.of rising price and wage 
inf l at i on," he said. 

The government ofKjell 
Magne Bondevik, prime min- 
ister, is due to unveil its 1999 
budget on October 5. 
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BC^IA^ELECTIONS 

OSCE defends ‘integrity 1 
as results are delayed 

The international body which organised Bosnia's 
September 12-13 general election said yesterday it would 
not be able to announce the results of the vote until 
tomorrow at the earnest due to technical problems. 

The Organisation for Security and Co-operation In 
Europe (OSCE) said earlier it planned to release toe results 
of Bosnia's second post-war general election today, 
already more than a week after preliminary results were 
supposed to have been issued. 

An OSCE spokeswoman, Nicole Szuto. said the results 
were not yet ready. "The final tabulation has been slowed 
down by power outages and general technical problems 
beyond our control,* she said. 

Ms Szulc stressed that the problems should not call into 
question the “integrity of the process*. She did not believe 
it would hint the credibility of the OSCE 
The delays in issuing results have become a political 
issue, as the nationalist candidate for toe presidency of 
the Bosnian Serb entity, Nikola Poplasen, who is thought 
to have won the election over the candidate favoured by 
tite west, has acc u s ed toe OSCE of preparing to “manipu- 
late' the result 

The US Balkan envoy, Robert Gelbard, said yesterday 
toe United States had “serious questions” about Mr PopJa- 
sen's willingness to implement tire Dayton peace accord. 
Reuters, Sarajevo 

TURJOSH OPPOSITION 

Islamist mayor jailed 

Turkey's appeals court yesterday upheld a 10-month jafl 
sentence on the popular Islamist mayor of Istanbul on 
pubBc order charges. 

Recep Tayyip Endogan was sentenced by a lower court 
in April tor “provoking hatred* by reciting a poem deemed 
as encouraging Islamist extremism during a public rally. 

Mr Erdogan, who has run Turkey’s biggest city since 
1994, says toe poem was taken out of context 
Turkey’s top prosecutor had urged the court to uphold 
tire sentence, part of a legal assault on the main opposi- 
tion Islamists since they were forced from office last year. 
Reuters, Ankara 


UKRAINIAN DEBT 

Dollar shortage hits T-bills 

Foreign investors who redeemed Ukrainian treasury bills 
maturing on Tuesday found themselves paid in Ukrainian 
hryvnia which they were unable to convert into dollars, as 
a hard currency shortage bit into the government’s abifity 
to service its debt. 

The total value of the maturing securities, issued last 
December, was 375m hryvnia, hedged in dollars at $170m. 
Another identical tranche is due in December. 

Two weeks ago, the Ukrainian government had offered 
to convert toe securities into longer-term securities hedged 
in dollars. Last week It offered a 20 per cent cash payment 
up front along with a doflar-den om inated eurobond to 
persuade investors not to redeem the treasury bills. 

The finance ministry threatened default if investors did 
not opt tor toe conversion. Nonetheless, several prominent 
banks declined to take toe offer. 

One obstacle to paying dollars to bill holders could be a 
condition attached to funds from the International Mone- 
tary Fund that the central-bank must have grass hard cur- 
rency reserves of $1.33bn at the end of September. 
Ukraine's reserves are reported to be very close to this 
level. Charles Clover, Kiev 


FINNISH SPY CLAIMS 

EU papers ‘passed to Russia’ 

Finnish ponce said yesterday a foreign ministry official 
could face espionage charges for allegedly passing confi- 
dential European Union documents to Russian diplomats 
in Helsinki. 

The chief prosecutor is understood to be considering 
treason charges against the unnamed official, who feces 
suspension over contacts with two Russian diplomats. 

Government officials confirmed that both diplomats had 
left the country, one of them voluntarily and the other at 
tfre'Finnish foreign ministry's request 
They refused to discuss the EU documents at toe centre 
of the case or give any details on how long the alleged 
espionage took place. Finland will hold the rotating EU 
presidency in the second half of next year. 

Tim Burt Stockholm 


SPANISH UTILITIES 


Power costs to fall 


Electricity costs for medium-sized Spanish companies will 
fall by up to 4 per cent next year following a government 
agreement with the domestic power groups to speed up 
the timetable for the deregulation of the sector. 

Josep Pique, industry and energy minister, said yester- 
day that some 8.000 companies, representing 44 per cent 
of total energy consumption, would be allowed to choose 
their supplier next year instead of in 2004, the date agreed 
in a 1996 electricity protocol that liberalised the 
sector. 

Madrid’s centre-right government, which dams to be 
leading one of the fastest utility deregulation schedules in 
the euro-zone, estimates that the onset of competition will 
have reduced electricity costs by 10.7 per cent between 
1997 and 2001 and by 18.8 per cent in real terms. 

As compensation the domestic power groups have been 
authorised to securitise some Ptal ^00bn ($8.3bn) of 
so-called stranded costs that will arise from the acceler- 
ated liberalisation programme. Tom Bums, Madrid 
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Greece’s cMI aviation workers start a four-day strike 
today, which is expected to disrupt domestic and interna- 
tional flights. Some charter flights carrying foreign tourists 
to the Aegean islands are likely to be cancelled, toe civil 
aviation union said. 

The strike was caned in protest against the transport . 
ministry’s plan to modernise Ypea, Greece’s civil aviation 
authority. The unions claim the government's plan to set 
up separata companies to handle airport management and 
air traffic will result in job cuts and loss of pension rights. 

A senior civil aviation official saW yesterday the plan, 
modelled on Germany’s civil aviation administration, was 
designed to bring Greece In Rne with the rest of the EU by 
next January. He said new legislation would indude job 
guarantees far Ypea’s 3.000 workers. 

Greece’s transport unions have ties with a hardline fac- 
tion In the governing Panheltenic SodaBst Movement 
opposed to public sector reform. 

Transport and hartxxir workers staged strikes aver the 
summer In protest against the government’s effort to 
restructure toss-making state transport corporations. 

Kerin Hope, Athens 


EUROPE 


Meciar seeks voters’ backing 
to defy foreign isolation 

Slovakia's opposition is set to cry foul in this weekend’s election. 
Kevin Done and Robert Anderson report from Bratislava 

M 


Lkulas Dzurinda, the 

diminutive leader of 
the Slovak opposition, 
was pelted with vegetables 
on a recent campaigning 
bicycle tour of the villages of 
backwoods Slovakia. The 
farming communities are 

“HZDS-positive" in Slovak 

political jargon, the home 
territory of the fiercely 
nationalist HZDS (Movement 
for a Democratic Slovakia) 
and Its leader Vladimir Mec- 
iar, the burly heavyweight of 
Slovak politics. 

Much tougher tests lie 
ahead for Mr Dzurinda. how- 
ever. If he marmgpg to wrest 
power from Mr Meciar in the 
general election tomorrow 
and on Saturday. Mr Dzur- 
inda leads a rainbow coali- 
tion of opposition parties 
united only by their implaca- 
ble hostility towards Mr 
Meciar. architect of the 
country’s “velvet divorce" 
from the Czech Republic at 
the end of 1982 and its leader 
for all but nine months of its 
first six years as an indepen- 
dent state. 

The prime minister has 
been a deeply divisive figure 


both at home and abroad. He 
has achieved some of the 
best economic growth and 
inflation figures of any of 
the transition countries of 
eastern Europe. But his 
questionable democratic cre- 
dentials have also taken the 
country Into growing inter- 
national isolation. 

And there are mounting 
fears that the economic bob- 
ble is set to burst, with 
sharply rising interest rates, 
growing deficits in the pub- 
lic finances and the trade 
account and fears of an 
immine nt devaluation. 

The election campaign has 
been lacklustre, enlivened 
chiefly by controversy over 
Mr Meciar’s penchant for 
importing western models 
and film stars to add some 
glamour, and by a murky 
ownership struggle at the 
main private commercial 
television station, Markiza, 
which has highlighted wor- 
ries about the manipulation 
of the media, in particular of 
televirion. 

State-run Slovak Televi- 
sion (STV) has come under 
heavy attack for its political 


bias. “There is no pretence 
at objectivity, they fawn 
over the HZDS and pour vit- 
riol on anything that is not 
supportive of the govern- 
ment," says a western diplo- 
mat in Bratislava. 

In the tense run-up to the 
election, serious concerns 
have been raised by the 
opposition about the danger 
of manipulation of the votes. 
The leading opposition 
groups are planning to con- 
duct parallel counts, and the 
poll is being monitored by 

the Organisation for Secu- 
rity and Co-operation in 
Europe (OSCE). 

The HZDS dismisses the 
concerns as the expected 
scaremongering or a desper- 
ate opposition. “If you think 
Mr Meciar would do some- 
thing irregular, you are mis- 
taken." declares Dusan Slo- 
bodnik. a former HZDS 
minister of culture and 
chairman of the foreign 
affairs committee. “We will 
accept the decision of the 
people. Everything will be 
democratic." 

Under Mr Meciar’s leader- 
ship. Slovakia has been 



sition parties, insists that 
Slovakia can still catch up 


Free goulash at a Meciar rafly in Bratislava yesterday 
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excluded from the first wave 
of former communist coun- 
tries - Hungary, the Czech 
Republic and Poland - set to 
join Nato next year, it has 
been left out of negotiations 
on early membership of the 
European Union, and it con- 
tinues to be frustrated in its 
efforts to join the Organisa- 
tion for Economic Co-opera- 
tion and Development 
(OECD). 

Slo vakia is at the heart of 
central Europe with long 


borders with Poland. Hun- 
gary and the Czech Republic 
and with a significant ethnic 
Hungarian minority. An 
unstable, isolated Slovakia 
would leave a large hlank at 
the centre of the map of :in 
enlarged European Union 
and would hugely compli- 
cate the task of securing the 
ED's eastern border. 

Mr Dzurinda. whu lias 
emerged as the leader uf the 
Slovak Democratic Coalition, 
the largest grouping of uppo- 


wilh its neighbours, if Mr 


Meciar can lie defeated. 

2 

“Wo are ready to change 

3 

tbo fact- uf Slovakia, to make 


a fresh start he says. 


Or the 10 former commu- 

ev 

nist countries Lhut have 

ash 

applied for membership of 

fer 

the EU, Slovakia is the oith 

■Id 

one to have been excluded 

t? Si 

from the leading group fur 

an 

political reasons, for what 

an 

US and west European diplo- 

xpe 

mats describe as its “demo- 

her 

cratic deficit”. The charges 


include the undermining of 


the office or the president. 


defying rulings of the consti- 

rge: 

tutional court and misuse uf 

•ubj 

the intelligence services. 

tn 

But many voters in the 

jre 

young shite resent this for- 
eign criticism, and Mr Miv- 
iur still stands head and 

■es- 

lu: 

shoulders above his rivals as 


Slovakia's most charismatic 


politician Opinion polls indi- 


cate that the HZDS will 

f 

remain the largest party. 



Mr Meciar may face an 
uphill struggle to staj m 
office, however. Hid exi^tim; 
coalition allies hare hist su|i- 
liort. and the fr.igm- iitecl 
opimsiluin parties tone |mt 
on a belated display uf uintv 
Thc next round of the 
fight will start on Mmnlay. 
as Mr Meciar seeks In break 
(he opposition's unit* and to 
prise jwjv enough of their 
parliamentarians to keep 
himself in power for another 
four years. 
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When you help create some of the world's 

fastest growing companies. 

you become one of the world's fastest growing companies. 

Which is exactly what we've done. MediaOne” International is a global cable, telephone and wireless 
communications company actively involved in joint ventures around the world. Our partnerships represent 
the first cable companies to provide competitive telephone services to The Netherlands, Japan, Belgium, 
Czech Republic and the United Kingdom. And our wireless joint ventures in the United Kingdom, 

Poland, Hungary, Czech Republic, Slovakia and Malaysia are among the largest and fastest growing. 
Sometimes it's not what you know, but who. In our case, it's both. 
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S Africa sends armour 
to back Lesotho invasion 


By Victor Mallet in Maseru 

South Africa sent a column 
of armoured cars across the 
border into Lesotho to bol- 
ster its Invasion force yester- 
day, after, its attempt to prop 
up the Lesotho government 
and quell an army mutiny 
met further stiff resistance, 
from rebel soldiers and 
angry civilians. 

As it became clear that the 
operation launched on Tues- 
day was turning into a mili- 
tary embarrassment for 
South Africa as well as a 
political and economic disas- 
ter for the kingdom, the 
South African National 
Defence Force (SANDF) 
admitted resistance bad 
been unexpectedly Fierce. 

“Where the peace forces 
started out by being circum- 
spect In clashes, they will 
now shoot to kill,'' SANDF 
headquarters in Pretoria 
said. At least 49 people, 
including nine South African 
soldiers, have been killed in 
the invasion, which South 
Africa says was authorised 
by the 14-nation Southern 
African Development Com- 
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munity (SADC-) to support a 
legitimate government. 

Though the South African 
cabinet announced yesterday 
that “the situation has stabi- 
lised and relative peace has 
been restored", the two sides 
continued fighting near the 
airport and looters renewed 
their forays into wrecked 
shops along the main street 
of the capital, Maseru. 

With only 600 men. South 
Africa did not have nearly 
enough troops to secure Mas- 
eru on Tuesday and the 


invasion sparked protests, 
looting and arson which 
have left the city centre in 
ruins. Even the 200 troops 
from Botswana arriving 
later were unable to do more 
than harass the thousands of 
citizens helping themselves 
to everything from bicycles 
to cornmeaL 

South Africa now faces the 
danger of a protracted guer- 
rilla war. Rebel Lesotho 
troops have fled to the hills, 
from where they have been 
attacking South African 
positions, while gangs of 
youths loosely allied to oppo- 
sition parties have been set- 
ting up roadblocks and 
hijacking cars. 

Sam Kiley, correspondent 
for The Times, became the 
third journalist to be injured 
in the conflict when shot in 
the shoulder yesterday. 

Foreign business execu- 
tives and diplomats were 
furious that the South Afri- 
cans had failed to secure 
Maseru or proride safe pas- 
sage for fleeing foreign resi- 
dents. “No one can under- 
stand the dimension of the 
cock-up on the military 


side." said one ambassador. 

South Africa appears to 
have misread the political 
atmosphere as badly as it 
miscalculated the military 
odds. SADC and Pretoria are 
now supporting a Lesotho 
Congress for Democracy 
(LCD) government never 
very popular in Maseru and 
now bitterly resented for 
inviting in the South African 

forces. 

The government of Pakali- 
tha Mosislli, the prime min- 
ister, is conspicuous by its 
absence, though cabinet 
members are trying to run 
what one diplomat called a 
“government by cellphone" 
from those of their homes 
not burned down by demon- 
strators. 

"There's no government, 
frankly." said Evaristus Sek- 
honyane. president of the 
opposition Basotho National 
Party. “It hasn't got any 
power. The government is 
there to the extent that the 
South African government is 
there to secure certain indi- 
viduals and calls them a gov- 
ernment." 

Hopes for South African- 



Despite police efforts, looters n Maseru, the Lesotho capital, strip shops and market stalls bare 


brokered negotiations 
between the LCD and the 
opposition parties, which 
accuse it of rigging the May 
election, were running high 
earlier this week, but have 
been dashed by the invasion. 

Tom Thabane. Lesotho for- 
eign minister, said yesterday 
that the government's oppo- 
nents should stand trial for 
the damage done to Maseru. 


The opposition, is demanding 
a South African withdrawal 
before talks can begin. 

Prospects for Lesotho’s 
tiny economy and its 2 m 
inhabitants, many of whom 
work in South African 
mines, are grim. King Letsie 
Bl, who was not consulted 
by his government about the 
South African Intervention, 
was supposed to be in China 


with senior ministers this 
week, drumming up support 
for foreign investment in bis 
country, but the trip has 
been cancelled. 

Clothing factories employ- 
ing thousands have stopped 
work, and the owners fear 
their buildings and machin- 
ery may be damaged. Asked 
if he was an investor in 
Lesotho, David Min. general 


Reuters 


manager of Sun Textiles, 
replied: “Unfortunately’'. 

Mr Sekhonyane said Mas- 
eru looked as though it had 
been bombed. It would take 
time to restore confidence in 
the economy. "If you are not 
going to have industrial 
investment, how do you cre- 
ate more jobs? It makes 
things really bleak.” he 
added. 


Weapons experts study Iraq nerve gas data 


By Lam SOber at the UN 
hi New York and Roula Khalaf 
in London 

International weapons 
experts are set to begin dis- 
cussing today the results of 
tests designed to discover 
whether Iraq had loaded 
weapons with lethal VX 
nerve gas. 

Unofficial results from 
Swiss and French analysis of 
Iraqi missile parts, exca- 
vated in June, are believed 
to have found no trace of 
VX, contradicting findings 
by a US laboratory earlier 
this year. 

The VX controversy is a 
critical issue in United 
Nations weapons inspectors' 
efforts to rid Iraq of weapons 
of mass destruction, and has 
bolstered the hard line taken 
by the US and UK against 
Baghdad. 


UN inspectors bad said the 
US laboratory results bad 
provided unambiguous evi- 
dence that Iraq had loaded 
missiles with VX before the 
1990-91 Gulf war and that 
this was proof of continued 
Iraqi deception. Baghdad has 
maintained it never weapon- 
ised VX. 

UN officials said yesterday ;■ 
they were not surprised by 
the apparent discrepancy in 
the VX results. They pointed 
out that the samples were 
taken at different times, 
which meant that the results 
could 'differ slightly. The 
Americans have samples 
pieces of -the missiles — 
whereasrthe French tests 
were taken' from swabs!" 

- jTbe;FYench and Swiss sci- 
entists}., have flown to New 
■York; With the filial results of 
’'the teste, which are to.be 
discussed in two days .- of 



meetings with Unscom, the 
special commission charged 
with disarming Iraq. 

TTip VX controversy comes 
as Kofi Annan. UN secretary 
general, tries to move for- 
ward with plans for a “com- 
prehensive review" of UN 
sanctions imposed on . Iraq 
since the Gulf war. The sanc- 
tions can be lifted only after 
Iraq Is declared free of weap- 
ons of mass destruction. 

The review is aimed at . 
enticing Iraq to reverse As 
August decision to ban 
weapons inspections, and at 
averting escalation in the 
latest stand-off with the UN. 

Mr Annan yesterday met 


Security Council ambassa- 
dors to discuss plans for the 
review, ahead of a planned 
meeting with Tariq Aziz. 
Iraqi deputy prime minister, 
in New York on Monday. 

UN diplomats are sceptical 
that the deadlock with Iraq 
can be overcome. Iraq would 
have to allow a resumption 
of Inspections before a com- 
prehensive review takes 
place. 

But Iraq has been recep- 
tive to the idea, and a presi- 
dential adviser said this 
week the Iraqi leadership 
was entirely satisfied with 
Mr Annan’s proposals. 
Farhan Bokhan adds from 
Islamabad: Nawaz Sharif, 
Pakistan’s prime minister, 
.said yesterday his country 
should decide on signing the 
comprehensive test ban 
treaty (CTBT) after examin- 
ing tftd r-giobal non-prolifera- 


tion instrument on its own 
merit rather than politicis- 
ing the issue. This was an 
apparent reference to the 
country's nationalists, who 
are opposing suggestions 
that Isla mabad should sign 
the CTBT to stem western 
pressure since Pakistan’s 
nuclear tests on May 28- 
Political analysts said Mr 
Sharif seemed to be prepar- 
ing the ground for at least a 
conditional acceptance of the 
treaty, perhaps linking it to 
some of the Pakistan's key 
concerns. 

: In an interview with' 
Pakistan's state-controlled 
TV before he was due to- 
speak at the UN, Mr Sharif 
said Pakistan's Security con- 
cerns, especially those over 
the division of Kashmir; 
must be addressed' 
Islamabad' could ccmwef - 
adhering to the CTBT,. -' 



Clinton hailed 
but US still in 
UN bad books 
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Tariq' Aziz: planned meeting 


peace 
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By Judy Dempsey fit Jerasalem 

The Psdestiuiah peace, 
negotiating team i9 in: disar- 
ray abeqd of a speech that 
Yassir Arafat is to make to 
the United Nations General 
Assembly aimed at -gaining 
international support for a 
Palestinian state. ^ ■ 

Mr Arafat, president ‘of the 
Palestinian Authcsti^&^will 
for the first time spefi but 
why he wants to declare a 
Palestinian state - widely 
expected to be on May 4 next 
year - unless Israel links 
postponing such a declara- 
tion to advancing the peace 
process. 

But his visit has been pre- 
ceded by bickering and dis- 
agreements among the Pales- 
tinians negotiating with 
Israel. 

Saeb Erekat, a senior 
negotiator, offered Mr Arafat 
bis resignation this week, 
concerned that he was being 
undermined by secret talks 
between Ahmed Qurei (Abu 
Alai, his colleague, and Ben- 
jamin Netanyahu. Israel’s 
prime minister. 

Mr Qurei was a key negoti- 
ator for the 1993 Oslo Decla- 
ration of Principles in which 
Israel recognised the Pales- 
tine Liberation Organisation 
in return for Palestinian rec- 
ognition of Israel, and for 
the 1995 Interim Agree- 
ments. 

He has since dipped In and 
out of negotiations, with 
Israel preferring his tren- 



cbanV negotiating style, 
.while Mr Erekat is seen as 
emotional and inflexible. 

;; Mr Erekat “believed Ara- 
rat, was giving Abu Ala too 
mucb prominence. But Ara- 
fat has always divided and 
ruled any of the negotiating 
teams." said a former negoti- 
ator. 

“The team is riddled by 
chaos and personal competi- 
tion-'' 

Mr Erekat, one of the few 
negotiators who lived in the 
West Bank during the inti- 
fada. or Palestinian uprising 
against Israel, has repeat- 
edly argued that the Pales- 
tinians have already con- 
ceded too much - agreeing 
to Israel handing over, with 
conditions, 13 per cent of 
West Bank land in a second 
troop pullback. 

But Mr Qurei and some 
other senior Palestinian 
officials take the view 
that a compromise can be 
reached and are concerned 
they could end up declaring 
a state without any agree- 
ment on troop pullbacks, 
little land and insufficient 
International recognition for 
such a state. 

Mr Netanyahu, who will 
speak at the UN today, said 
a unilateral declaration 
would mean the end of Oslo. 
But with Israeli polls show- 
ing consistent majority sup- 
port for a 13 per cent pull- 
back and for the accords, it 
would be a high political 
risk to ditch Oslo. 


By Laura saber 

President Bill Clinton may 
have received a standing 
ovation at the United 
Nations this week but the 
US is still in deep trouble at 
the 185-member world body. 

The rapturous welcome 
was less out of respect for 
the Clinton administration's 
policy towards the UN than 
out of fear of what could 
happen if tbe Republicans 
took power in Washington. 

It was the first time in his 
nine visits to UN headquar- 
ters that Mr Clinton had 
received a standing ovation 
(the last leader to receive 
one was South African Presi- 
dent Nelson Mandela in 
1994) which administration 
officials attributed to his 
stature in the world and a 
desire for strong leadership 
in the world. 

But behind the pageantry 
of the opening of the General 
Assembly, the sirens, and 
world leaders in their limou- 
sines. resentment at the US 
is running higher than ever. 

And there is no senior US 
diplomat to smooth things 
over. Mr Clinton in June 
nominated Richard Hol- 
brooke, a veteran diplomat, 
as chief representative to the 
UN. His confirmation has 
been delayed, possibly until 
next year. 

Tbe nomination is stalled 
by an inquiry by the Depart- 
ments of State and ■Justice. 
This follows allegations in 
an anonymous letter that Mr 
Holbrooke violated conflict- 
of-interest laws in initially 
failing to report the use of a 
Washington bouse and mak- 
ing contacts for foreign cli- 
ents while he was employed 
by Credit Suisse-First Boston 
and acting as a special diplo- 
matic envoy. 

Mr Holbrooke makes clear 
that, despite its difficulties, 
the outside world should not 
believe that Washington is 
not concentrating on foreign 
policy. “While the domestic 
situation is distracting, it 
does not impede our ability 
to act decisively and foreign 
leaders should not try to 
exploit the opportunity or 
they can be very sorry." he 
said yesterday. 

The UN, however, is cur- 
rently awash In conflicts - 
including a stalemate over 
Iraq, wars in Africa and vio- 
lence in Kosovo. Except for 
Kosovo and the Middle East, 
Washington, hamstrung by 


its domestic crisis, appears 
to be looking to the UN to 
take the lead in trying to 
resolve these crises. 

Member states are angry 
at the US failure to pay its 
outstanding dues of more 
than $1.5bn. If Congress does 
not approve payment, the US 
could lose its vote by the end 
of the year. Jesse Helms, 
chairman of the Senate for- 
eign relations committee, 
says Congress has approved 
S8l9m. of which UN officials 
say only $600m would go to 
the UN itself. 

The arch-conservative Mr 
Helms blames Mr Clinton for 
refusing to sign the legisla- 
tion because of objections to 
congressional demands that 
US tax dollars not be used 
by UN groups to support 
family planning services 
that include abortion. UN 

‘I don’t believe 
Congress will 
make an issue of 
foreign policy if 
our actions are 
soundly based’ 


officials insist these funds 
would not go to abortion. . 

For his part. Mr Hol- 
brooke, the swashbuckling 
architect of the Dayton 
peace accords for Bosnia, 
certainly believes the US has 
a coherent and robust for- 
eign policy. “Madeleine 
Albright JUS secretary of 
state] and 2 have talked 
about this. And as she said 
our capacity for action is 
un diminished," he said yes- 
terday. "1 don't believe that 
Congress will make an issue 
of foreign policy as long as 
we can demonstrate that our 
actions are soundly based," 
he added in what appeared 
to be a reference to Iraq and 
Kosovo. 

Mr Holbrooke’s predeces- 
sor. Bill Richardson - now 
secretary of energy - failed 
in his principal mission to 
get the US to pay its debt to 
the UN, despite his back- 
ground as a popular con- 
gressman. Mr Holbrooke, 
when confirmed, may have 
more luck by showing Con- 
gress that bringing the UN 
centre-stage could help 
American interests. 


Pressure on Iran media grows 


By Mark Huband In Tehran 

Iran's conservatives took 
fresh steps yesterday in their 
campaign against the inde- 
pendent media when parlia- 
ment demanded that journal- 
ists accused of writing 
against Islamic principles be 
put on trial for threatening 
national security. 

The 270-member conserva- 
tive-dominated Majlis (par- 
liament) also intensified 
pressure on a political ally of 
Mohammad Khatami, the 
reformist president, by 
demanding that the limits of 
press freedom be defined by 
the government 

“Those who write against 
the principles of Islam 
should be confronted as 


those working against the 
security of the coun- 
try. . . [the government 
should] give proper explana- 
tions of the duties of the 
mass media and a real defi- 
nition of social freedoms in 
order to lead society towards 
calm and tranquillity," a 
statement said. 

The statement intensified 
pressure on Ayatollah Moha- 
Jerani, minister of culture 
and Islamic guidance, and 
an important supporter of 
Mr Khatami, to reveal how 
far the government is pre- 
pared to go to promote its 
relatively liberal agenda. 

Mr Khatami’s supporters 
are increasingly concerned 
that the conservative major- 
ity in parliament, in alliance 


with conservative clerics 
and business people, has 
now established a strategy 
to hinder liberalisation, 
whfch 72 per cent of Iranian 
voters supported at the polls 
last year. 

“The media Is an issue 
being used as a tool in a 
power struggle," said a pro- 
Khatami government official 
yesterday. “For a time, real 
politics was going on in Iran. 
We were trying to win by 
means of argument. But 
then the other side, the con- 
servatives, realised that they 
were not winning. It looks 
like the other side has real- 
ised it can't continue the 
game within the rules that 
Khatami has set." 

The MPs' demands came 
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in response to a virulent 
attack on the media 
launched last week by Aya- 
tollah Ali Khamenei, Iran's 
supreme leader. In a thinly 
disguised attack on Mr Kha- 
tami's policy of widening 
civil liberties. Ayatollah 
Khamenei said sections' of 
the media had abused the 
freedom they had been 
accorded and that "action 
would be taken to stop them. 

His criticism led to one or 
the country's most popular- 
daily newspapers. Tons. 
being closed down and Staff j 
detained. 

The action was foil owed 
by the arrest of two senior 
editors at the state-owned 
Islamic Republic News 
Agency (Ima). 
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Asian crisis to hit 
W Europe exports 
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By Buy do Jonqufees 

Asia’s financial crisis is set 
to reduce western Europe’s 
total net exports by 355bn a 
year, the biggest drop suf- 
fered by any of the world's 
trading regions, says a 
study* by the Institute for 
International Economics, a 
Washington-based research 
group. 

The crisis is expected to 
add $43bn to the US trade 
deficit, and $47bn if China 
makes a modest revaluation 
of the renminbi. The study 
says the shift, caused more 
by falling US exports than 
by a rise in the dollar value 
of imports, is likely to pro- 
duce trade tensions with 
Asian countries - but not a 
full-scale US retreat into pro- 
tectionism. 

The overall economic im- 
pact of the c hang es in trade 
patterns on the US and west- 
ern Europe is expected to be 
limited, because falls In their 
exports are likely to be offset 
by an expansion of non-trad- 
able activities equivalent to 
as much as 1 per emit of 
gross domestic product 

The expansion will be 


caused by an improvement 
in industrialised countries' 
terms of trade p™i increased 
capital inflows which would 
lead to lower interest rats. 

The study estimates cur- 
rency devaluations In the 
test of Asia wifi cost ffoira 
about $12bn in exports, and 
says a renminbi depredation 
of about 6 per cent would be 
enough to restore their com- 
petitiveness to the level 
before the region's financial 
crisis erupted. 

But it says that would risk 
triggering a further round of 
Asian currency devaluations 
and '‘could amount to 

smashing a lot of crockery 
for relatively minor gains". 
It says China should try 
Instead to maintain domestic 
demand through reforms, 
particularly the creation of 
an efficient government 
band market to help fund its 
investment needs. 

Although currency devalu- 
ations in Asia will reduce 
exports to the rest of the 
region by Singapore, Taiwan 
and .Fa p an , the three coun- 
tries are likely to Incr easA 
their overall trade surpluses, 
making harder the adjust- 
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Ciampi set to 
head key IMF 
committee 
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By Robert Chote, 
Economics Editor 
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Carlo Azegtio Ciampi. Italy’s 
Treasury minister, has 
emerged as frontrunner to 
chair the International Mon- 
etary Fund’s key ministerial 
committee, a role which will 
be crucial as the IMF feces 
pressure to reform in the 
wake of the Asian crisis. 

Mr Ciampi, one of the old- 
est but most energetic 
finance ministers in Europe, 
would be a popular choice to 
chair the so-called "interim" 
committee, which meets 
twice a year. Officials in 
Washington believe that he 
is likely to accept the job. 
but perhaps only after a 
period of feigned reluctance. 

The Group of Seven lead- 
ing industrial countries have 
been keen that the job go to 
one of their number, so that 
they can keep a firm grip cm 
the process of IMF reform as 
it unfolds. But Mr Ciampi is 
also likely to enjoy support 
in other countries. 

“Italy is part of the G7, but 
not its driving force,” said 
one European finance minis- 
try official. “Mr Ciampi is 
someone with experience 
who wifi take into account 
the broad views of the IMF 
membership, not just the 
current views of the G7.“ 

The appointment of the 
interim committee chairman 
is likely to be announced in 
the next few days. The com- 
mittee's next meeting takes 
place on October 4, during 
the IMF's annual meeting in 
Washington. The vacancy 
has opened up following the 
resignation as chairman ear- 


lier this summer of Philippe 
Maystadt, Belgium’s long- 
serving financfl minister. 

The mew chairman will 
fece an immediate challenge 
in restoring the committee’s 
authority, which has been 
undermined by the US deci- 
sion to create a “Group of 
22” to discuss reforms to the 
architecture of the interna- 
tional monetary system. 

This group of leading 
industrial and emerging 
market countries has been 
organised into three working 
parties, which are preparing 
reports on transparency, 
strengthening financial 
systems and Involving the 
private sector in crisis reso- 
lution. This was supposed to 
be a one-off exercise, but 
President Bill Clinton 
suggested last week that it 
meet again at ministerial 
level to discuss further 
reforms to the international 
financial system. 

Michel Camdessus, the 
IMF’s beleaguered managing 
director, is determined that 
the G22 should not upstage 
the interim committee. He 
argues that, the interim com- 
mittee is representative of 
an the IMF’s 182 mamba’s 
through its constituency 
structure, not just selected 
friends of the US. 

The G22 in turn was cre- 
ated in part through US frus- 
tration at European over- 
representation on the Group 
of 10, which normally dis- 
cusses international finan- 
cial issues. The G22 has rep- 
resentatives from Asia and 
Latin America, although 
Africa is represen t ed on nei- 
ther of these groups. 
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Carlo Azegflo Ctanpfc energetic finance minister 


mart task feeing neighbour- 
ing economies, it says. 

Although the rising US 
trade deficit is expected to 
provoke disputes with Asian 
countries, these are likely to 
settle on US terms because 
they depend heavily on its 
market 

Fears of aggravating 
Asia's financial instability 
and the World Trade Organi- 
sation’s strengthened rules 
are expected to restrain the 
US from taking really 
aggressive trade action. 
However, the US wifi find it 
harder to avoid such mea- 
sures if its economy weak- 
ens and unemployment rises 
appreciably. 

The biggest increases in 
the US trade deficit will be 
due to trade with Japan and 
South Korea. The deficit will 
be swollen mainly by lower 
US exports to Asia of 
machinery, services and 
industrial intermediates, and 
higher imports of vehicles, 
parts, electronics and 

machinery. 

* Global Economic Effects 
of the Asian Currency Deval- 
uations; Institute for Interna- 
tional Econ omic s, 11 Dupont 
Circle NW, Washington DC 
20036-1207. Tet 202-328 9000. 


WORLD UNEMPLOYMENT THIRD OF ALL WORKERS AFFECTED. SAYS ILO REPORT 


Asia crisis will add to jobless total 


By Robert Taylor, 

Employment EtSttr, in London 

Up to one-third of the 
world’s 3bn workers will be 
either without a job or 
under-employed by next year 
with the growing global 
recession, according to fore- 
casts published today by tbe 
International Labour Organi- 
sation. 

Its latest world employ- 
ment report estimates the 
number of jobless win reach 
150m by the end of this year, 
with a further 25 to 90 per 
cent of workers under-em- 
ployed (between 750m and 
900m people), either working 
substantially less fnii 

time but wishing to work 
longer or earning less than a 
living wage. The Aslan 
financial crisis will have 
added 10m new unemployed 
to the total since it began in 

mW-1997. 

The ILO also calculates 
that 60m young people aged 
15 to 24 are searching for 
work but cannot find any. It 
says the figures do not take 
account of the “considerable 
number of discouraged" 
workers who have given up 
hope of finding work and 
involuntary part-time work- 
ers. 

The report argues that, 
before the onset of the Asian 


crisis there were “many 
encouraging signs of eco- 
nomic revival” but this has 
“in most cases not led to 
higher employment growth”. 
The ILO highlights the dete- 
rioration of labour markets 
across the world. 

It also draws attention to 
specific Asian economies 
where steep rises in unem- 
ployment are taking place. 
In Indonesia, it warns that 
the jobless figure is likely to 
account for 9 to 12 per cent 


The ILO says 60m 
young people are 
looking for work, 
unsuccessfully 


of the labour force by the 
end of tbe year compared 
with 4 per cent in 1996, while 
real wages could plummet 
by 15 per cent. 

In Thailand, the ILO 
believes unemployment 
could rise to nearly 2m or 6 
per cent of the labour force 
this year compared with less 
than 2 per cent two years 
ago with a four- to five-fold 
growth in under-employ- 
ment. In South Korea unem- 
ployment has more than 


doubled from 5 to 10 per cent 
since last November, while 
in China it is estimated that 
3.5m workers have lost then- 
jobs this year alone, with 
unemployment rising to 
between 5 and 6 per cent 

The report also points to 
tile rapid rise in unemploy- 
ment in the socalled transi- 
tion economies of central 
and eastern Europe and the 
former Soviet Union, where 

the jobless totals have risen 
from zero to more than 9 per 
cent on average, accompan- 
ied by lower real wages and 
income inequality with eco- 
nomic and enterprise 
restructuring. 

Latin American countries 
have experienced substantial 
growth but this has not led 
to any significant expansion 
in job opportunities. Only in 
the US sis tbe employment 
outlook optimistic, with the 
lowest jobless totals for 
more than a quarter of a cen- 
tury. 

The ILO is more encour- 
aged by employment trends 
in Africa but it cautions 
that, with an annual 2.9 per 
cent increase (a net growth 
of 8.7m job-seekers) in the 
labour force, little net job 
creation is expected in tbe 
formal sector. 

In tbe European Union, 
more than ism workers are 


World unemployment 
1997 rale (%} 


Developed cowries 
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Japan 
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without a job but the propor- 
tion of unemployed has 
fallen slightly from 10.7 per 
cent last year to 10.2 per cent 

this June. 

The ILO concludes that 
the Asian financial crisis has 
“shown the cost of neglect- 
ing social concerns”. The 
report argues that “the pace 
of globalisation has been pri- 
marily driven by market 
forces and national and. to 
some extent. International 
rules, institutions and prac- 
tices Deeded to render its 
consequences socially 
acceptable have been insuffi- 
ciently developed". 

But it also believes the 
recent developments in easi 
Asia have not “reversed the 
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view that expanding global 

trade and investment flows 

provide opportunities for all 
countries to achieve higher 
economic growth rates and 
job creation". 

The report believes 
depressed world commodity 
prices, the introduction of 
European monetary union, 
asset price "bubbles" and 
further liberalisation of 
trade and regulation with 
increased competition will 
affect future employment 
trends. 

World Employment Report 
199S-1999. ILO, Bureau of 
Public Information, 4 Route 
des Morillons. CH2IJ Genera 
22, Suritctrhmd. SFr45. 


www.ittind.com 
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'We're here to tell you the real story about ITT Industries. Our name 
stands for products that are 'engineered for life.' We design and manufacture 
vital products that make the world a better place in which to live. Because of 
us, cities have dependable water treatment, hungry nations have durable 
irrigation systems, soldiers and police have new innovations in night vision, 
and computers reliably connect to create the world of cyberspace. We're 
proud to say that, if it's made by ITT Industries, it's truly engineered for life." 

Travis Engen, Aeronautical Engineer, Chairman, President and Chief Executive Officer 
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ASIA-PACIFIC 


CHINESE CURRENCY MINISTER LISTS REASONS WHY BEIJING BELIEVES A DEVALUATION IS UNDESIRABLE 


Renminbi pledge for ‘this year 


By James ttynge in Beijing 

A senior Chinese official 
yesterday gave a list of rea- 
sons why Beijing should not 
devalue its currency, the 
renminbi, but stopped short 
of promising that the gov- 
ernment's stance against 
devaluation would extend 
into next year. 

Zeng Peiyan. minister in 
charge of the state develop- 
ment planning commission, 
said there was “no necessity 
for China to devalue at the 
current stage". He added 
that there would be no 
devaluation “this year". 

“Whether we will devalue 
the renminbi or not will be 


determined by the interna- 
tional and domestic eco- 
nomic situation and also will 
be determined by the inter- 
national balance of pay- 
ments with China." said Mr 
Zeng. a close associate of 
Zhu Rongji, the premier. 

His remarks, which came 
as exports are slowing mark- 
edly. represented a softening 
of recent pledges by senior 
officials that China's cur- 
rency would not be devalued 
for one or two years. 

Exports fell 2.4 per cent in 
August from the same 
month a year ago. and 
export growth for the year to 
August was 5.5 per cent, 
down from 20.9 per cent in 


the whole of 1997. The black 
market rate of the renminbi 
has fallen in recent weeks to 
about RMBS£ to the US dol- 
lar, compared with the offi- 
cial rate of RMB8.27. indicat- 
ing a significant degree of 
nervousness among Chinese 
that the currency could he 
devalued. 

Economists said that Mr 
Zeng’s comments implied 
that if certain economic con- 
ditions changed, a devalua- 
tion could be possible. But 
the minister made it clear 
that the current combination 
of domestic and external fac- 
tors meant that devaluation 
was not desirable. 

A devaluation would not. 


he said, stimulate exports to 
South Korea or south-east 
Asian countries because 
demand in these countries 
has been depressed by 
domestic recessions. 

Neither would a devalua- 
tion necessarily enhance the 
competitiveness of Chinese 
exporters, he added, because 
about 50 per cent of total 
exports are derived from pro- 
cessing imported raw materi- 
als. 

A devaluation would 
therefore increase the manu- 
facturing costs, hurting 
exporters perhaps more than 
helping them. Allowing the 
renminbi to depreciate 
would shake the confidence 


of domestic and interna 
tional investors. Mr Zeng 
said, and increase the pres- 
sure for a severing of the 
Hong Kong dollar's peg to 
the US dollar. 

Chinese government econ- 
omists have said that break 
ing the Hong Kong dollar 
peg would hit asset prices 
and reduce the territory’s 
effectiveness as a key source 
of much-needed equity and 
bank finance for mainland 
China's corporations. 

Finally, a devaluation 
could trigger another round 

of competitive currency 
depreciations throughout 
Asia, thereby deepening the 
region's crisis. Mr Zeng said. 


LTCB muddle weakens Obuchi 


By MidUya Nakamoto in Tokyo 


Keizo Obuchi, the Japanese 
prime minister, returns to 
Tokyo today a weaker leader 
than when he flew to New 
York a few days ago. 

Instead of making a shin- 
ing appearance on the inter- 
national stage with his 
speech at the United Nations 
and at his summit talks with 
Bill Clinton as he had hoped, 
Mr Obuchi managed to cre- 
ate political turmoil at home 
and nearly botch a hard-won 
agreement on banking 
sector reform with the newly 


confident opposition. 

It was Mr Obuchi's own 
remarks in New York that 
threatened to undo the 
flimsy deal on financial sta- 
bilisation measures agreed 
between his ruling Liberal 
Democratic party and an 
opposition alliance late last 
week. The ensuing confusion 
has highlighted cracks 
within the LDP as tensions 
rose between hardliners, 
angry at the party's inability 
to overrule the opposition, 
and more moderate members 
willing to compromisefor the 
sake of a deal. 


Not just the opposition but 
members of bis own party 
will demand some explana- 
tion of his remarks and a 
clarification of where the 
LDP stands on the most con- 
tentious Issues of the deal, 
notably what to do about the 
troubled Long Term Credit 
Bank (LTCB). 

Mr Obuchi claimed LTCB 
would not be allowed to fail 
but would be provided with 
public funds. The LDP still 
harbours hopes of injecting 
public funds into troubled 
banks while keeping them 
intact - an idea that the 


opposition Democratic party 
finds unacceptable. Neither 
is it clear that the LDP has 
come to terms with the need 
to nationalise LTCB as the 
opposition demands. 

If the LDP fails to deliver 
on these points, the opposi- 
tion could once again with- 
draw co-operation, which is 
crucial to passing the bills. 
And even if the LDP sticks 
to its promises, concern is 
mounting that the agree- 
ment not to recapitalise 
weak banks could aggravate 
the credit crunch by pushing 
them to cut assets further. 


Jakarta claims $4.2bn debt deals 


By Sander Thoenes In Jakarta 

Indonesia yesterday claimed 
success in rescheduling 
S4.2bn in sovereign debt, 
extending soft loan pay- 
ments to governments for 20 
years and refinancing loans 
from International banks. 

Ginandjar Kartasasmita, 
the powerful co-ordinating 
minister for finance, econo- 
my and industry, announced 
that the Paris Club of credi- 
tor nations had agreed to 
delay payments of principal 
due before April 2000, on any 
loans to the government or 
state companies which had 
government guarantees. 


This should offer some 
relief to a cash strapped gov- 
ernment struggling to sub- 
sidise imports such as fuel 
and rice, which have shot up 
in price. Mr Ginandjar said 
his government was happy 
with the agreement from the 
Paris Club, particularly in 
the rescheduling of pay- 
ments of $1.2bn on project 
loans, which were extended 
over 20 years with a five- 
year grace period. 

Payments of $3.2bn in 
export credits would be 
extended over 11 years, with 
a three-year grace period. 

Japan, Indonesia’s largest 
creditor which has been 


wary or rescheduling for fear 
of setting a precedent for 
other Asian debtors, offered 
new loans equal to outstand- 
ing dues for this year and 
has yet to decide whether to 
reschedule, refinance or 
offer new loans for the year 
ending March 31. 2000. 

Payments due to commer- 
cial banks would not be res- 
cheduled but refinanced at 
new. higher, interest rates. It 
was not clear from the gov- 
ernment press release 
whether this framework was 
binding; Airbus Industries 
for instance, agreed earlier 
this month to reschedule 
$750m owed by Garuda 


Indonesia, the state owned 
airline. Some $1.7bn of the 
rescheduled $4.2bn was due 
this fiscal year, ending 
March 1999, but this is only 
a small part of at least S7bn 
the government had planned 
to pay this year. 

One of its biggest and 
toughest creditors is the 
World Bank, which does not 
reschedule with any coun- 
try, for fear of encouraging 
others to default Indonesia 
has been paying off more to 
the Bank than it has 
received in recent months, 
because of a lending spree in 
earlier years of economic 
growth. 


Anwar’s 
wife put 
under 
restriction 
order 


By Sheila McNulty 
in Kuala Lumpur 


EMU - It s a reality. 
Are you prepared? 


t 

Because your competitors 
probably are. And the fact is 
that EMU is more than just 
another IT problem. It is a 
business issue which is set to 
atieci every aspect of your 
business. One which requires 
immediate planning. 

Which is why this timely and 
unique briefing from Financial 
Times Management is vital. 

European Economic and 
Monetary Union (EMU) gives 
v iiu a concise and accessible 
overview of the structure, 
planning and focus necessary 
ior success, an insight Into why 
it is critical you prepare now 
and an adaptable framework for 
progression. ’ ' 

Written by expert EMU consultant Colin Stringer oi 
Cap Gemini, this essential briefing will help you begin 
your EMU preparation. 

Order your copy today direct lirom Financial Times 
Management. 

"We must put ourselves in 
a position where Britain can 
exercise genuine choice" 
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Malaysian authorities 
yesterday issued a restric- 
tion order against the wife of 
the sacked deputy prime 
minister of Malaysia. Wan 
Aztzah Wan Ismail 
Dr Wan Azizah. an eye 
doctor, told reporters in her 
house that the restriction, 
under the draconian Internal 
Security Act (ISA), which 
can lead to detention with- 
out trial, bars her from hold- 
ing rallies at her house. 

The restriction is clearly 
designed to end Malaysia's 
budding reform movement. 
Dr Wan Azizah’s house has 
been the food point of the 
reform movement launched 
by her husband after he was 
sacked by Mahathir 
Mohamad, the prime minis- 
ter, for having “low morals". 

Her husband. Anwar Ibra- 
him. says the charges of sod- 
omy among others, are part 
of a conspiracy targeting 
him for becoming Dr 
Mahathir’s rival Mr Anwar 
was detained under the ISA 
after a rally on Sunday at 
which up to 60.000 support- 
ers demonstrated for reform. 

If the authorities deter- 
mine- that Dr Wan Azizah 
has violated the order she 
faces not less than one year 
and not more than three 
years in jail and can be fined 
not more than MSIG.OOO 
(82.630). 

Dr Wan Azizah said the 
restriction would not end the 
reform movement'. “The 
reform has started in the 
hearts and minds of a lot of 
Malaysians." she said. “For 
the movement. I am not lost 
I am focused. It has to go on 
for the sake of the country." 

Dr Wan Azizah' said she 
had been assured by police 
that her husband is alright 
though neither she or her 
lawyers have been permitted 
to see him and she was anx- 
ious about his well-being. 

About 200 supporters stood 
outside the court all day yes- 
terday. But the tens of thou- 
sands who rallied to him just 
a week ago were gone. The 
authorities have arrested . 
more than 100 people. 

Mr Anwar’s lawyers said 
they heard he would be for- 
mally charged in connection 
with criminal allegations 
made against him. But he 
was not brought to court 
yesterday. "We don’t need 
this cat and mouse game," 
said Sulaiman Abdullah, a 
lawyer. “We have not seen 
him. We do not know where 
he is." 

Gwen Robinson adds from 
Sydney: Tensions between 
Australia and Malaysia 
emerged this week following 
remarks by John Howard, 
the Australian prime minisr 
ter. criticising the crack- 
down by Dr Mahathir on his 
political foes. Mr Howard 
said that last week’s arrest 
of Mr Anwar reflected a 
more authoritarian 
approach." 

In a strong response to Mr 
Howard's remarks. Dr 
Mahathir accused the Aus- 
tralian leader of authoritari- 
anism and of failing to 
check the real facts". "I 
think it’s authoritarian 
when you make an accusa- 
tion before you even find the 
real facts. Once you listen to 
both sides, then you can 
make a very reasonable 
opinion. But when you look 
at the newspapers and you 
make an opinion, that’s very 
dictatorial" 

Gota Chok Tong, Singa- 
pore's prime minister, also 
questioned the wisdom of 
the latest moves in Malaysia 
saying he feared they had 
created political uncertainty 
which could dampen inves- 
tor confidence in the region. 
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IMF warns India bn 
high fiscal deficit 


By Mark Wcbatson ta Hem Delhi 

The International Monetary 
Fund has warned India that 
its stubbornly high fiscal 
deficits threaten “heavy 
costs" to the country's long- 
term economic prospects and 
has urged an “ambitious" 
fiscal adjustment to toughen 
fiscal policy. 

The Fund also expressed 
doubts in its annual direc- 
tors' review of the economy 
that the government would 
achieve its planned “modest 
reduction" in this year’s fis- 
cal deficit to 5£ per cent of 
gross domestic product from 
6.1 per cent last year, noting 
slippage already in thfc fis- 
cal year to March in both 
spending and revenue tar- 
gets. 

Y ash want Sinha, finance 
minister, last week acknowl- 
edged early sluggishness in 
tax receipts this year, but 
made his firmest public com- 
mitment yet to meeting the 
deficit target set in his June 
1 budget. "There is no way I 
will allow the fiscal deficit to 
go above 5.6 per cent." he 
said, suggesting government 
revenues would improve 
during a long promised eco- 
nomic upturn. He also main- 
tained that the government 
could raise more than its 
budgeted RsSObn isi.sbn) 
from privatisation and disin- 
vestment receipts. 

Nevertheless, the Fund 


report argued that the Bhar- 
atiya Janata party-led gov- 
ernment's attempts to stimu- 
late the economy through 
higher government spending 
on infrastructure and other 
sectors "could risk further 
straining macroeconomic 
stability". It argued instead 
for a "stronger macroeco- 
nomic stance" to restore low 
inflation, which has risen 
consistently in recent weeks 
to above 8 per cent. 

The Fund urged India's 
government to "launch an 
ambitious and front-loaded 
medium-term adjustment 
plan” to contain the deficit 
over and above moves 
announced in Mr Sinha's 
budget "Reviving the fiscal 
reform process would help 
lower real interest rates, 
improve debt dynamics, cre- 
ate room for meeting essen- 
tial social and infrastructure 
spending, and reduce the 
drag on growth." it said. 

The Fund suggested moves 
to improve tax administra- 
tion. widen the narrow tax 
base in India, cut spending 
on subsidies and reduce pub- 
lic sector employment. It 
also urged Die government 
to encourage greater fiscal 
discipline among state gov- 
ernments, whose combined 
fiscal deficit amounts to 
around 3 per cent of GDP. 
The IMF said, accordingly, 
that India's consolidated fis- 
cal deficit stood at around 


9.5 per cent of GDP. 

More generally, the Fund's 
directors praised India for 
“considerable progress" in 
economic reform* over 
recent years and noted that 
despite world financial tur- 
moil, India enjoyed "slgnifi- 
cantiy positive” GDP growth 
- likely to reach 5 per cent 
this year - a "satisfactory- 
balance of payments position 
and "relatively comfortable" 
foreign exchange reserves, 
currently exceeding S26bn. 

The Fund also commended 
India for an orderly 17 per 
cent depreciation of the 
rupee against the dollar 
since the onset of the Asian 
currency crisis in July last 
year, ft said India should 
respond to any further pres- 
sure on the rupee through 
further tightening of interest 
rates, a measure to which 
India has twice resorted this 
year to steady the currency’s 
depreciation. 

It said, though, that there 
remained "substantial risks" 
for India in the mar term, 
partly arising from global 
economic uncertainties and 
structural economic difficul- 
ties within India. But it also 
emphasised that risks were 
compounded by “uncertain- 
ties created by the political 
situation and international 
economic sanctions", the lat- 
ter imposed by the US and 
Japan following India’s May 
nuclear tests. 
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Pakistan caught between low 
taxes, retailers, and the IMF 


Plans for a sales tax 
:o clinch IMF deal 
eave government 
exposed, writes 

Fartian Bokhan 

E very year at this time 
the queues begin to get 
longer and hotter as the 
September 30 income tax 
payment deadline 
approaches. In Pakistan, if 
you are sensible you line up 
to pay your tax in cash. For 
in the murky world of the 
Pakistani tax system, 
cheques have a habit of get- 
ting lost. 

In the queues - at the cen- 
tral bank and three public 
sector banks authorised to 
receive tax payments - 
many fear they will be 
turned away at the counter 
because their notes are too 
old and tatty. 

ft is a system that works 
for very few, least of all the 
taxpayer or the government. 
Indeed. Pakistan, where only 
about l per cent of the popu- 
lation pays any tax at all, 
has. one of the lowest tax 
takes in the world. 

Now the government - 
encouraged by the Interna- 
tional Monetary Fund, which 
wants to see Pakistan raise 
more revenue to plug its 
budget deficit before lending 
the country any more money 
- looks intent on introduc- 
ing a retail tax which it 
hopes will do the trick. 

Retailers do not like it one 
bit and have been on strike 
to try to dissuade the gov- 
ernment. “This is a matter of 
life and death for us." says 
one. Many know that it 
could end years of conve- 
nient tax evasion through 
fictitious records. Now gov- 
ernment inspectors will be 
able to carry out random 
searches at shops and count 
the money in the till. 

But an agreement with the 
IMF is essential for Pakistan 
to stave off an impending 
crisis on repaving its $42bn 
foreign debt. The govern- 
ment says that it needs 
between S4bn and $5bn in 
multilateral funding this 


financial year (July-June), to 
compensate for the effect of 
western sanctions following 
its nuclear tests in May. 

Exports plummetted more 
than 12 per cent last month 
compared with the same 
period a year ago. in the lat- 
est indication of a growing 
balance of payments prob- 
lem. 

Western economists and 
government officials say 
that the fund is unlikely to 
agree to a new loan, unless 
Pakistan agrees to enforce 
the new retail tax, known as 
the General Sales Tax or 
GST at a rate believed to be 
at least 125 per cent. 

The shopkeepers argue 
that the General Sales Tax. 
as it is called, would breed 
more corruption among the 
country’s notorious tax col- 
lectors. The national small 
traders' coalition, an 
umbrella of business associa- 
tions opposed to the tax. 
says that tax collectors 
would demand bribes from 
shopkeepers and penalise 
those who refuse to pay, by 
raising their tax bills. 

Officials at the Central 
Board of Revenue, the 
national tax collection 
agency, say that many shop- 
keepers are afraid of the 
GST because it would be the 
first opportunity to assess 
their sales. Keeping track of 
daily sale records would help 
tax officials to assess annual 

revenues and incomes. 

“We are very clear that we 
have to enforce the GST." 
said - Moeenuddin Khan, 
chairman of the CBR. "We 
are willing to consider prob- 
lems and listen to genuine 
grievances [of retailers] but 
there’s no turning back." 

According to Zahid Noor- 
ani, a director at Karachi’s 
Khadlm Ali Shah Bukhari 
brokerage house, about 
45.000 cheques are cashed in 
Karachi every day as 
opposed to 300.000 in Col- 
ombo in Sri Lanka and lm in 
Bombay in India. 

“That’s not because the 
spending power is not there. 
It's because tax evasion is 
rampant and people prefer to 


do business in cash rather 
than by cheque." he said. 

Critics also say that the 
government has not made 
adequate preparations to 
begin collecting the GST 
despite official statements to 
the contrary. 

Arshad Zaraan, former 
government chief economist, 
said: “The GST is a very- 
good idea but its not imple- 
mentable. There are admin- 
istrative weaknesses which 
mean that the tax machinery 
is not capable of collecting." 

Mr Zaman says that the 
GST is likely to provoke stiff 
opposition from businesses, 
and could well turn out to be 
a big political challenge for 
prime minister Nawaz Shar- 
ifs already beleaguered gov- 
ernment. 

“The GST will touch a 
number of groups, every- 
body will be up in arms and 
it will become very contro- 
versial." 

Critics lament the govern- 
ment's apparently weak 
resolve. In one widely 
quoted case, a group of tax 
officials were beaten up ear- 
lier this year, at the fashion- 
able “Liberty” market in 
Lahore. Mr Sharifs home 
town. 

No arrests have yet been 
made. One senior CBR offi- 
cial complained: “The gov- 
ernment showed no teeth 
because the perpetrators, 
were the prime minister's 
constituents.” 

Mr Khan accepts that the 
government may have to go 
slow in a “phase-by-phase 
approach", which means 
that instead or bringing all ‘ 
retailers under the GST in 
one go. the largest retailers 
may be the first, followed by 
smaller ones later. 

One way or the other, Mr 
Sharif baa a job ahead of 
him if he wants to qualify 
for the IMF money his gov- 
ernment says it so sorely 
needs. 

An IMF team visiting 
Pakistan is expected to leave 
at the weekend to brief offi- 
cials at their headquarters 
over progress made in more 
than a week of discussions. 


■vi 
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Lotus Euro 
Beacon Award 



Distinction Awards 

Greatest Business Impact 

Hasten Consulting GmbH, 
Germany. 

Rising Star Award 

IT Factory A/S. Denmark. 

Regional Awards 

Northern Region 

Bvelex Workgroup 

j i_, 

Technologies, Netherlands. 

Central Region 

inform. Consult GmbH. German; 

Western Region 

Aspyware. France. 

Southern Region 

Quatiroemme. Italy. 

UK, South Africa and Eire 

The Computer Advisory Centre 
Lid.. UK. 


Service Awards 
Best Customer Service 

0-SET Ltd., Eire. 

Excellence in Partnering 

CRS Computers. UK & Emerging 
Technology Solutions. USA. 

Excellence in Education and 
Training 

CTEC Ltd.. UK. 

Solution Awards 

Best Industry Solution 

INFOservice. Italy. 

Best Web Business Solution 

Hugi'it hr, Iceland. 

Best Messaging Solution 

SurfTecn A/S, Denmark. 

Best Too! and Utility Solution 

Iconus S.P.A.. Spain. 




Congratulations to the recipients of the 

ro Beacon Awards. The real 
can be found on page 58 . 

We'd like to congratulate the 15 companies listed above, winners of this year's lotus Euro Beacon Awards. In the words of the judges, 
these companies "contributed to the success of their customers by providing expertise along with qualily products, solutions and services? 
But the real winners are the countless companies who refy on our Business Partners to help them work more effectively (to see just 
how effectively, check out the FFs shares pages). Whether it’s developing websites or connecting offices with Lotus Domino or Lotus Notes, 
the 19,500 Business Partners worldwide make a winning team. And, of course, Lotus' own success also depends on the innovative 
IT solutions implemented by these Business Partners. Ail of whom help make the Lotus Euro Beacon Awards the only competition where 
there are more winners than entrants. For more information, please visit our website: www.lotus.com 
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THE AMERICAS 


MONETARY UNION SLIDE S PESO HAS SPARKED DEBATE ON FUTURE OF MEXICAN CURRENCY AND ADVANTAGES OF UNKINGJMTH US 




Calls grow for Mexico to adopt US dollar 


By Henry Ricks in Mexico City 


Leading private sector 
institutions in Mexico. 

inclu ding Ranamey the larg- 
est bank, are believed to 
favour a monetary union 
with the US similar to that 
of the European Union. 

The sensitive debate has 
been sparked by a recent 
slide in the peso that has led 
to calls to adopt the dollar as 
the Mexican currency. 

Mexico's most influential 
business think-tank, the Pri- 
vate Sector Centre for Eco- 
nomic Studies (CEESP), and 
Ban am ex both said they 
were studying the possibility 


but they have not made for- 
mal proposals. 

Mexican finance officials 
said there were no plans to 
scrap the existing floating 
exchange rate system and 
monetary union with the US 
would face enormous politi- 
cal hurdles, it would involve 
Mexico surrendering much 
of its sovereignty over mone- 
tary policy to the US Federal 
Reserve, and the US scrap- 
ping barriers to the free flow 
of labour from Mexico, they 
said. 

But the debate was expec- 
ted to grow in Mexico 
because of the fragility of 
the peso, which has fallen 


some 25 per cent against the 
dollar this year, despite 
recovering from lows since 
September 10. 

Its steep decline in August 
and early September exposed 
some of the shortcomings of 
the floating rate system, 
which last year won wide- 
spread applause for helping 
shield Mexico from the worst 
fallout of the Asian crisis 
that affected southern neigh- 
bours, such as Brazil, with 
more rigid exchange rates. 

During the latest bout of 
instability, inflation has 
increased and interest rates 
on benchmark 28-day trea- 
sury bills were forced up to 


their highest level in almost 
three years before easing to 
37.6 per cent this week. 

Economists have warned 
that if the peso erosion Is 
not stopped. Mexico could 
fall into a devaluation-infla- 
tion spiral. Inflation this 
year is expected to exceed 16 
per cent, above the central 
bank's 12 per cent target. 

"The performance of the 
peso in the last 22 years has 
been a reason for shame 
more than pride. It is time 
now to put aside false 
nationalism and study the 
costs and benefits of differ- 
ent options for achieving 
price stability. One of these 


options is the dollarisation 
of the economy,” wrote Sal- 
vador Kali fa. a Mexican 
economist, in Reforma news- 
paper. 

Senior officials at Ban- 
amex said they were reviv- 
ing studies on possible dol- 
larisation. put aside in 1995 
when Mexico introduced the 
floating exchange rate 
regime in the wake of its 
disastrous 1991 devaluation. 

Alberto Gdmez. Banamex’s 
chief economist, said one 
area of study was whether 
the North American Free 
Trade Agreement (Naftal 
between Mexico, the US and 
Canada could be broadened 


into a "monetary Xafta 
along the lines of the EU. 
The CEESP said it was also 
analysing “monetary union' 
with the US. 

A senior central bank off] 
dal said there were no plans 
to change the existing sys- 
tem. Monetary authorities 
were “fully committed to the 
floating regime and are not 
looking at another”. 

The current regime has 
enabled the peso to fluctuate 
with limited intervention 
from the central bank. The 
bank said on Tuesday its 
hard currency assets 
remained above S 20 bn, more 
than at the start of the year. 


Hurricane Georges 
expected to strike 
at Florida Keys 


By Canute James in Kingston 


US officials yesterday 
ordered the evacuation of 
the Florida Keys, an archi- 
pelago off the southern tip of 
the Florida peninsula, as 
forecasters predicted a strike 
by a deadly hurricane at the 
weekend. Residents (right) 
have started to board up 
their homes and businesses. 

The storm. Georges, killed 
at least 12 people in the 
Dominican Republic, and 
Haitian diplomats In the US 
said yesterday there 
appeared to be "significant 
damage” in their country. 

Blamed for at least 23 
deaths in the north-eastern 
and northern Caribbean 
since the weekend. Georges 
hit eastern Cuba yesterday 


with 75mph winds, severely 
weakened after battering the 
10,000ft high mountains of 
Hispaniola. 

However, forecasters said 
they expected some strength- 
ening when the system 
passed aver water again, and 
warned that there was dan- 
ger to life and property from 
heavy rain. 

The hurricane moved yes- 
terday towards the 
north-west, and forecasters 
said its eye would stay over 
Cuba's north coast until 
today. Hurricane warnings 
were posted for the Baha- 
mas. with Jamaica and the 
Cayman Islands expected to 
be affected by rain and gust- 
ing wind. 

There was looting In Santo 
Domingo, the Dominican 


capital, following tbe storm. 
Many buildings were dam- 
aged by tbe wind, trees were 
uprooted, and there was 
extensive flooding. 

Tbe storm had earlier 
killed six people in Puerto 
Rica, three in St Kitts-Nevis 
and two in Antigua. All the 
islands in its path have had 
limited electricity and tele- 
phone services as lines were 
brought down. 

Puerto Rico and the US 
Virgin Islands, which are US 
possessions, have been 
declared disaster areas by 
the Federal government, and 
are receiving substantial aid 
to restore power and com- 
munications, and to care for 
thousands of homeless 
people. 

Picture: Reuters 



John Glenn is set to become the oldest man in spece 


AP 


Space mission 
set to test 


new bone drug 


By Victoria Griffith hi Toronto 


When John Glenn returns to 
space next month he will 
take part in a test of a new 
treatment for osteoporosis, 
in what is thought to be the 
first space experiment with a 
drug product in the midst of 
clinical trials. 

ir approved, the drug - 
developed by the Canadian 
biotechnological company 
Allelix and the Swedish 
pharmaceutical group Astra 
- would be the only treat- 
ment that actually builds 
bone mass, rather than just 
slowing bone deterioration. 

The space experiments 
may aid the drug's clearance 
by the US Food and Drug 
Administration. 

The space mission on 
October 29. manned by the 
77-year-old John Glenn and 
six other astronauts, is dedi- 
cated to learning more about 
the ageing process, the Cana- 
dian Space Agency said yes- 
terday. 

Astronauts and the elderly 
have much in common. Both 
suffer from loss of balance, 
sleep disorder, muscle atro- 
phy and the loss of bone 

mass \ osteoporosis v in the 
elderly, osteoporosis can 
cause bones to become so 
brittle that turning over In 
bed can cause a fracture. 

Because gravity seems to 
stimulate bone growth by 
sending messages to the 
body that it is under stress, 
astronauts in a weightless 


environment suffer a loss of 
bone mass as well. On short 
flights, such ailments are 
usually mild and temporary. 

As flights become more 
ambitious - with some astro- 
nauts in space for nearly a 
year - these illnesses 
become more serious, 

Nasa. the US space 
agency, will be keeping a 
close eye on Mr Glenn upon 
his return to find out how 
the astronaut s age affects 
his recuperation. He is by far 
the oldest person ever to 
venture into space and the 
mission has revived his pop- 
ularity as a national hero, a 
status ho achieved when he 
became the first American to 
orbit the earth more than 30 
years ago. 

Space missions are becom- 
ing less about tbe "wow” fac- 
tor or being In space and 
more about scientific 
research. Most of these 
experiments are to build 
basic knowledge rather than 
evaluate specific products. 
Some of them have been a 
bit bizarre. Five years ago, 
the US space shuttle brought 
dozens of crickets aboard, to 
see if their gravity sensors 
would still develop in a 
weightless environment. 

The Allelix test, which Mr 
Glenn has expressed an 
interest in performing him- 
self. will use cell cultures to 
evaluate tbe action of the 
drug, a natural hormone 
that appears to stimulate 
bone growth. 


Canadian 
growth 
rate put 
at 2.5-3% 


By Scott Morrison in Toronto 


The Canadian economy may 
expand by 23-3 per cent in 
the fourth quarter over the 
same period last year, 
thanks to continued con- 
sumer confidence, business 
investment and a resilient 
US economy, Gordon Thies- 
sen. Canada's central bank 
governor, said yesterday. 

While global economic tur- 
moil has slowed the pace of 
Canadian economic expan- 
sion. Mr Thiessen reiterated 
that the domestic economy 
remained fundamentally 
strong because of Canada's 
low inflation, its fiscal sur- 
plus, and a declining ratio of 
debt to gross domestic prod- 
uct. 

He said most forecasters 
had consistently underesti 
mated the resilience of the 
US economy, and might be 
doing so again. The perfor 
mance of the Canadian econ- 
omy is closely related to the 
outlook in the US, which 
buys 80 per cent of Canada's 
exports. 

John Lester, an economist 
at the brokers CQ3C Wood 
Gundy, said a 2.5 per cent 
growth rate would imply 
that the economy had grown 
an annualised 22 per cent in 
each of the final two quar- 
ters of the year. The econ- 
omy expanded at an annual- 
ised rate 3.7 per cent in the 
first quarter and 2.8 per cent 
in the second quarter. 

In his first speech since 
the Bank of Canada raised 
its benchmark interest rate 
in late August, the governor 
defended his decision to 
defend the Canadian dollar 
against a potential loss of 
investor confidence. Mr 
Thiessen noted that the dol- 
lar had strengthened since 
the one-point rate increase 
and added that medium- and 
long-term interest rates, 
which had been rising as the 
dollar weakened, had subse- 
quently declined, 

Canadian markets did not 
react to Mr Thiessen '$ com- 
ments and the Canadian dol- 
lar was stable at 65.5 US 
cents. Most Investors were 
waiting to hear whether 
Alan Greenspan, US Federal 
Reserve chairman, would 
hint whether the Fed would 
lower interest rates next 
week. 

Detractors have criticised 
the bank’s recent rate 
Increase, arguing that higher 
interest rates would stifle 
economic growth. Tbe Bank 
of Canada would be expected 
to match any rate drop by 
the Fed. 

Mr Thiessen blamed this 
year's decline in the Cana- 
dian dollar on the slump in 
global commodities prices. 
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Cardoso may 
raise taxes to 
cut deficit 


By Geoff Dyer ki Sfto Paulo 




President Fernando 
Henrlque Cardoso of Brazil 
has said he will consider 
raising taxes to reduce the 
country’s large fiscal deficit 
if he wins re-election in 
October. 

In a speech aimed at show- 
ing his determination to 
defend the currency from 
speculative attack, Mr Car- 
doso promised a sharp reduc- 
tion in government spending 
would come after the elec- 
tions. 

“I am determined to make 
the [fiscal] adjustment as 
rapidly as possible, confront- 
ing the opposition and tbe 
necessary losses," he said. 

Mr Cardoso also reiterated 
the Brazilian government's 
call for a “contingency fund" 
to be set up by tbe Interna- 
tional Monetary Fund and 
other international institu- 
tions to help Latin America 
survive the market turmoil 
Political analysts said that 
the speech reflected the con- 
fidence of Mr Cardoso's 
advisers that he would win 
comfortably in the first 
round of voting on October 
4. 

Mr Cardoso is well ahead 
In the opinion polls, though 
in a new poll published yes- 
terday his support fell from 
49 per cent to 47 per cent 

TTiey want the victory to 
be based on a mandate to do 
such an adjustment," said 
Carlos Hawaii, chief econo- 
mist at Citibank in S&o 
Paulo. “They don't want vot- 
ers to be deceived by tough 
measures after the elec- 
tions." 

Economists believe Brazil 
will be forced into devalua- 


tion if the government does 
not produce a convincing 
strategy after the elections 
for cutting the budget defi- 
cit. The deficit is more than 
7 per cent of gross domestic 
product and is rising. 

Mr Cardoso's speech was 
the first time he had publicly 
acknowledged the possibility 
of tax increases as part of 
the fiscal package the gov- 
ernment is expected to out- 
line after the elections. 

“Cutting expenses might 


( l am determined 
to make the 
[fiscal] adjustment 
as rapidly as 
possible 1 
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not be sufficient, it might 
also be necessary to increase 
tax revenues." Mr Cardoso 
said. 

Analysts believe tbe gov- 
ernment may increase 
income tax for the well-off 
and broaden the taxpayer 
base. 

Mr Cardoso's speech 
helped set the tone for a 
more confident day in Bra- 
zil's financial markets. 

By early yesterday after- 
noon. shares on the SSo 
Paulo stock exchange had 
risen 6.9 per cent, following 
the strong performance in 
markets in the US and 
Europe. 

However, economists 
warned that the country was 
still suffering heavy capital 
outflows. Including another 
$400m on Tuesday. 
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Europe warned 
it must act to 
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Europe must cut telecom- 
munications costs and avoid 
restrictions on the use of 
encryption technologies if it 
wonts to exploit electronic 
commerce and maintain 
international competitive- 
ness, Craig Barrett, Intel’s 
chief executive, said yester- 
day. 

Mr Barrett, who took over 
from Andy Grove as chief 
executive of the world's big- 
gest semiconductor manu- 
facturer earlier this year, 
issued his warning during a 
meeting attended by British 
business leaders in London. 

He said the growth of elec- 
tronic commerce in Europe 
faced several potential road- 
blocks, including the rela- 
tively high cost of internet 
access and government 
restrictions on the use of the 
encryption tools needed to 
guarantee security. 

Mr Barrett's comments fol- 
low similar warnings by US 
administration officials and 
other US information tech- 
nology business leaders, 
including Bill Gates, Micro- 
soft’s chairman, that Europe 
is still lagging behind the US 
in some areas of technology 
adoption. 

Mr Barrett, who met Mar- 
tin Bangemann, the Euro- 
pean Union’s industry com- 
missioner, earlier this week, 
pointed out that telecom 
costs in Europe were on 
average five times higher 
than In the US. 

“Telecoms costs need to 
come down in western 
Europe in order to facilitate 
electronic commerce," he 
said. 

He added that the greater 
availability of other telecom 
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CLINT ON PR ES I DENC Y COMPROMISE HO PES OF QU ICK CENSURE MOTION INST EAD OF FULL H EARINGS RULED OUT BY HOUSE SPEAKER _ 


Gingrich rejects deal on impeachment 


spur e-commerce 


By Richard Woffle 
in Washington 


services such as asymmetric 
digital subscriber lines - a 
technology that enables high 
volumes of data to be carried 
over ordinary copper tele- 
phone lines - as well as 
cable, and satellite would 
also help. 

Mr Barrett also empha- 
sised that governments 
should avoid placing restric- 
tions on the use and supply 
of encryption products. He 
singled out France for partic- 
ular criticism. “French 
restrictions deter companies 
from outside France from 
engaging in e-commerce 
activities with France and 
potentially damage the com- 
petitiveness of Europe." he 
said. 

Looking ahead to the 
future of network comput- 
ing. he said; “We are moving 
rapidly towards ibn con- 
nected computers. This does 
not just represent an online 
community, it represents the 
formation of a ‘virtual’ conti- 
nent. This seventh continent 
has no time-zone and no bor- 
ders. It is a place where busi- 
ness can be transacted 24 
hours a day, seven days a 
week, and whose passport is 
not by the location in which 
you were born, but simply a 
PC and internet connection." 

He noted that electronic 
commerce could account for 
billions of dollars of trade 
within 10 years but warned 
that countries wanting to 
participate In this market 
would have to invest in 
information technology 
infrastructure. 

“In a world of a billion 
connected computers invest- 
ment in information technol- 
ogy is not a luxury," he said. 
“It is a competitive neces- 
sity." 


| Republican leaders yester- 
day rebuffed talk of a com- 
promise deal to allow Presi- 
dent Bin Clinton to escape 
impeachment over the Mon- 
ica Lewinsky scandal. 

Newt Gingrich, the Repub- 
lican speaker of the House of 
Representatives, said he was 
committed to further Inqui- 
ries into the Impeachment 
charges levelled against the 
president by Kenneth Starr, 
the independent counsel. 

Mr Gingrich rejected spec- 
ulation that Mr Clinton 
could escape with a quick 


motion of censure and an 
appearance before the 
House, rather than a long 
series of impeachment pro- 
ceedings. 

White House aides have 
been keen to promote the 
compromise deal, which was 
first floated by John Kerry, 
Democratic senator for Mas- 
sachusetts, at the weekend. 

The White House argued 
that the idea of censuring 
the president was more in 
tune with public sentiment 
than impeachment, which 
two- thirds of the public 
reject in opinion polls. 

Mike McCurry, White 
House spokesman, said: 


“The president, who has 
punished himself a great 
deal, certainly understands 
there is a great deal more 
p unishme nt he is likely to 
receive." 

Bat Mr Gingrich said after 
meeting Democratic leaders 
yesterday that it was too 
early to talk about censure. 
He said: "I do not under- 
stand how people can rush 
to a solution before they fin- 
ish the Investigation. 

"I just think there is an 
awful lot we do not know 
yet, and there is an awful lot 
of evidence that has not 
been gathered yet. 

“People need to allow the 


process to go forward In an 
orderly manner and not 
assume that they know the 
flnaT outcome will be either 


way. 

Democrats yesterday 
insisted that the House 
should finish us work on the 
Starr report quickly. They 
also argued that Mr Stan- 
had withheld from Congress 
documents which could be 
hdpful to the president. 

Richard Gephardt, the 
Democratic leader in the 
House, said: “The choice is 
clear. We can resolve in a 
bipartisan efibrt to the work 
that needs to be done in the 
next 30 days in the House, or 


we might face two years of 
ongoing hearings.” 

The House judiciary com- 
mittee is expected to vote 
within two weeks to begin 
impeachment hearings, with 
a full vote of the House 
likely soon after. However, 
the actual hearings are 
unlikely to begin until after 
the mid-term congressional 
elections in November. 

The committee will today 
resume discussions on 
releasing 16 boxes of unpub- 
lished evidence from the 
Stair inquiry- The materials 
must be published by Sep- 
tember 28. 

Committee sources say the 


new evidence is likely to be 
far more heavily censored 
than the hand-written 
letters, e-mails and tran- 
scripts released among more 
than 3,000 pages of docu- 
ments on Monday. 

The committee is also 
debating whether to release 
Mr Clinton's videotaped tes- 
timony in the Paula Jones 
sexual harassment case, In 
which he first denied having 
a sexual relationship with 
Ms Lewinsky. The presi- 
dent's evidence under oath 
in the Jones case is the foun- 
dation for Mr Starr's charges 
of perjury and possible 
impeachment. 


Manipulators and innocence: tale of the Lewinsky tapes 



Monica Lewinsky (rightj with Linda Tripp, who befriended her and then had her taped 


At Opel, everyone on the 
team plays a role in product 
quality. 

For instance, workers in 
our manufacturing plants are 
trained to refuse any part 
or vehicle that is not 100 % 
correct before it passes to 
the next stage of production. 
Various advanced systems 
check for irregularities and 
warn of a potential problem. 
Employees are encouraged 
to use their judgment in 
evaluating the situation and, 
if necessary, can even halt 
the assembly line to rectify it. 

We refer to this as the 


empowerment of people. 
Here it means giving 
employees the ability to 
call time-out. 

Internet http://www.opel.com 


'An author in quest of material teamed up with a prosecutor in 
quest of a crime, and most of the press became a cheering 
section for the combination that followed.’ Nancy Dunne reports 


B ehind the drama of the 
impeachment inquiry Is 
a struggle between two 
women - a subplot of deceit, 
betrayal, and revenge which 
will no doubt keep the film 
makers busy in years to 
come. 

It is not yet certain who 
will be cast as villain in the 
relationship between Monica 
Lewinsky, the former White 
House intern, and Linda 
Tripp, the woman who 
befriended her, taped her 
and turned her in. 

For now Ms Tripp is los- 
ing. In last Monday’s ship- 
ment of evidence from the 
Judiciary committee, which 
con tains Monica Lewinsky's 
grand jury testimony, she 
emerges as a manipulative 
Iago figure. 

And Ms Tripp's position is 
shaky - she is under investi- 
gation herself by Kenneth 
Starr, the tenacious indepen- 
dent counsel. 

He is now probing whether 
seven of the tapes she 
turned over to him of her 
conversations with Miss 
Lewinsky have been dupli- 
cated - perhaps for the 
media - or even altered. 

Increasing the pressure, 
Ms Lewinsky made her posi- 
tion dear when she confided 
to the grand jury: “I hate 
Linda Tripp", she said. 

But nothing is that simple. 
Next Monday's documenta- 
tion drop - presumably the 
last - will be likely to con- 
tain Ms Tripp’s testimony, 
and perhaps her infamous 
tapes, so the picture could 
change again. 

Her lawyers deny that she 
tampered with or duplicated 
the tapes hut it has long 
been acknowledged that she 


worked closely with a New 
York literary agent and 
renowned Clinton-hater - 
Lucianne Goldberg - in the 
hope of producing a White 
House scandal book. And 
while no book has yet been 
written, three separate publi- 
cations of the Kenneth Starr 
report, which grew out of 
the tapes, are expected to be 
the top three entries on the 
US bestseller lists this week. 

Part oT this interest stems 
straight from Ms Goldberg, 
who played tapes for a News- 
week journalist to get the 
Lewinsky saga into the 
mainstream press and laid 
the groundwork for the 
White House “tell-all". 

As Steven Brill, a media 
critic, reported: “An author 
in quest of material teamed 
up with a prosecutor in 
quest of a crime, and most of 
the press became a cheering 
section for the combination 
that followed.” 

According to Mr Brill, Ms 
Tripp heard of Ms Lewinsky 
as “a pretty girl" with “a 
boyfriend in the White 
House" and sought her out 
for “material”. Ms Goldberg 
later suggested the taping of 
their phone conversations. 

Monica Lewinsky 
describes herself as acting 
often on Ms Tripp's advice 
and says the notorious 
stained dress remained 
unwashed at the suggestion 
of Ms Tripp. 

She had given up her 
quest for a job in the White 
House when Ms Tripp said 
she would never get a job 
there. 

Then Ms Tripp advised her 
to seek a job in New York 
with the help of the presi- 
dent and his friend, Vernon 


Jordan. It was this assis- 
tance that gave rise to accu- 
sations that the president 
was trying to bribe Ms Lew- 
insky to keep quiet about 
their affair. 

“From my discussion with 
Linda, I was under the 
impression that Mr Jordan 
kind of knew with a wink 
and a nod that I was having 
a relationship with the presi- 
dent," Ms Lewinsky testified. 
Further, Ms Tripp had made 
her promise that she would 
not sign an affidavit denying 
the affair in the Paula Jones 
sexual harassment case, 
until she was found a New 
York job. 

It was the impression that 
Ms Lewinsky was being 
“bought off" that brought Mr 
Starr into the case. 

Ms Tripp, at the sugges- 
tion of Ms Goldberg, recom- 
mended that Miss Lewinsky 
send letters and a package to 
the White House through a 
courier service owned by Ms 
Goldberg’s brother’s family. 
The receipts for those were 
given to the journalist. 

In spite of all this, the 
view of Ms Lewinsky as an 
Innocent is not likely to sur- 
vive next week's evidence. 

Ms Tripp described herself, 
after her own grand jury tes- 
timony as "an average 
American who found herself 
in a situation not of her own 
making" and Ms Lewinsky, 
by her own account, was 
also capable of manipula- 
tion. 

The intern stuck closely to 
Ms Tripp and urged her to 
lie in the Paula Jones suit to 
protect the president. "I was 
desperate for her not to 
reveal anything about this 
relationship,” she said. 


West Coast voters unmoved 


by scandal in Washington 


California candidates fail to arouse enthusiasm, but Clinton is still 
not an election issue, Christopher Parkes reports 


M att Fong has been 
breathing down Bar- 
bara Boxer’s neck 
since he emerged from the 
June primaries as the Cali- 
fornian Republicans’ choice 
to challenge for her seat in 
the US Senate. 

But if it is remarkable that 
the little-known state trea- 
surer should have come so 
far so fast, the real surprise 
may be that he has stiff not 
managed to overtake this 
most stolid supporter of 
beleaguered President Bill 
Clinton. 

Polls completed shortly 
before the Starr report was 
released, but after Mr din- 
ton admitted an affair with 
Monica Lewinsky, showed 
Ms Boxer, more or less as 
before, with 45 per cent of 
voter support and Mr Fong 
with 43 per cent 
That same survey showed 
61 per cent of voters saying 
policy would be the most 
Important influence on their 
choice. Furthering the 
impression that the atmo- 
sphere of outrage in Wash- 
ington had been slow to waft 
west, only 18 per cent cited 
character as the key deter- 
minant of their voting plans. 

Hie mood may be chang- 
ing, but there are still few 
signs of a rush to judgment 
in California. Dan Limgren. 
the Republican candidate for 
the governorship, last week 
said: "I think it would be 
good for the president to 
step down” - and left it at 
that. Mr Fong was even 
more circumspect last week 
when be said the president 
should "seriously consider” 
resigning if the perjury 
charges were true. 

At this stage, analysts say, 
there is no reason for a more 
heavy-handed approach from 
Mr Fong, because the biggest 
threat to Ms Boxer’s re-elec- 
tion is not Mr Clinton, but 
Ms Boxer herself. 


Mr Fong was marked 
down long before the Clinton 
affair evolved into a crisis as 
one of the Republicans’ best 
bets for completing a coup 
which would give the party 
60 Senate seats. This magic 
majority - which requires 
the defeat of five sitting 
Democrats - represents the 
number required to prevent 
the filibuster tactics used to 
obstruct voting. 

His campaign was assured 
of strong support at the out- 
set when Republican strate- 
gists determined Ms Boxer, a 
liberal unmoderated by cen- 
trist tendencies elsewhere, 
was out of tune with the 
times. She was the only 
Democrat candidate in the 
June primary, yet attracted 
just 44 per cent of the vote. 
This performance tallied 
with consistently disappoint- 
ing marks - always less 
than 50 per cent - in tests of 
her popularity and approval 
rating among the electorate. 


T he Los Angeles Times 
poll published on Mon- 
day suggested Mr Fong 
bad taken a lead among vot- 
ers considered most likely to 
vote. 

Now, Mr Fong’s chances 
are viewed even more opti- 
mistically by Washington 
Republicans. Ms Boxer is 
seen as especially closely 
associated with the presi- 
dent in part because she is 
related by her daughter’s 
marriage to Hillary Clinton's 
brother. She first entered the 
senate in 1992 - the so-called 
year of the women - when 
Bill Clinton himself was 
installed in the White House. 

However, links apart, in 
her career since then she 
has paved a way which may 
prove to be an exit route 
from Washington. Ignoring 
suggestions that she should 
widen her appeal to the 
broader electorate, she has 


stuck firmly on the liberal 
wing, busying herself among 
San Francisco ideologues. 

A feminist stalwart, she 
was prominent in the cam- 
paigns alleging sexual 
harassment by Clarence 
Thomas, a Republican nomi- 
nee for the Supreme Court, 
and Senator Robert Pack- 
wood. But now she is Judged 
not to have been stern 
enough in condemning Mr 
Clinton's own extramarital 
activities, and finds herself 
accused of hypocrisy. 

Mr Fong, on the other 
hand, has not done much to 
further his cause. His cam- 
paign has been most remark- 
able lor bis apparent inarti- 
culacy, shyness and 
amateurish demeanour. 

Following a dreary perfor- 
mance in an early televised 
debate with Ms Boxer, he 
acknowledged his failings 
with a Joke: he was keeping 
his charisma “in reserve". 

He has not had an easy 
run so for, and had a tough 
time In the primary. But 
since then he has gained 
influential allies, such as 
Newt Gingrich, House 
speaker, who visited Calif- 
ornia to give his campaign 
an early boost 

Although his lack of zip is 
matched by an underweight 
campaigning budget, he can 
also expect ample financial 
support when the television 
advertising push - the only 
effective way of reaching the 
most populous state’s scat- 
tered electorate - gets under 
way in the coming weeks. 

But the neophyte's skills 
will face a direct test in San 
Francisco on October 12, 
when the combatants square 
off again on television. By 
then the pollsters sbould 
more have data to help him 
decide whether to bring up 
his charisma reserves. 
Events to date suggest he 
mav win without them. 
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WORLD TRADE 


Brussels outlines its agenda for global trade talks 


Gy Frances Williams 
in Geneva 


Brussels yesterday laid out 
tbe European Union's stall 
for new global trade negotia- 
tions in 2000. saving it would 
press For a “truly compre- 
hensive" trade round to be 
completed in about three 
years. 

The US has been luke- 
warm about an international 
trade round. Fearing that the 
Eli’s reluctance to move fur- 
ther on farm trade liberalisa- 


tion could drag out the nego- 
tiations. 

But speaking ahead of a 
special session today and 
tomorrow of the World 
Trade Organisation's general 
council, Peter Carl, deputy 
head of external trade at the 
European Commission, said 
only a broad-based agenda 
could capture the diverse 
interests of the WTO’s 132 
members, three-quarters of 
which are developing coun- 
tries. 

The meeting aims to 


launch preparations for the 
WTO's third ministerial con- 
ference. to be held in the US 
in late 1999. which will give 
the formal go-ahead for new 
trade talks. 

Over the next year or so 
trade negotiators must ham- 
mer out an agenda and 
guidelines for how the talks 
Should be conducted, on 
which there is currently no 
consensus. 

Under existing WTO agree- 
ments, liberalisation talks 
are due to begin next year 


on agriculture and In 2000 on 
services. However, the Euro- 
pean Union claims wide 
backing for the idea of a 
“millennium round", first 
proposed by Sir Leon Brit- 
tan, its trade commissioner, 
that would be more compre- 
hensive. 

Mr Carl yesterday stressed 
the need to negotiate cuts in 
industrial tariffs "without 
exceptions", international 
rules on investment and 
competition policy, and pro- 
cedures for the easing of cus- 


toms formalities and other 
hindrances to the transport 
of goods across borders. But 
he said that the list 
was not exhaustive and the 
Union was open to ail sug- 
gestions. 

Washington favours more 
of a sectoral approach to 
global trade talks, which 
would prevent agreement in 
one area from being held up 
by lack of accord in another. 
EU (and Japanese) resis- 
tance to agricultural trade 
liberalisation was one reason 


why tbe 1986-1994 Uruguay 
Round took so long. 

Mr Car) also called for a 
“standstill" commitment by 
countries not to increase 
protectionism while negotia- 
tions were in progress. 

He said yesterday he 
thought that, with proper 
preparation, the talks could 
be completed in about three 
years. 

A trade round would also 
reduce tbe risk of backtrack- 
ing on trade liberalisation as 
a result of protectionist pres- 


sures arising out the Asian 
crisis. 

According to Mr Carl. EU 
exports to crisis-affectcd 
Asian countries dropped 30 
per cent in Ecu terms in the 
first half or 1998. while 
imports from those countries 
rose 20 per cent. 

• Groups opposing free 
trade and an international 
investment accord being 
negotiated at tbe Organisa- 
tion for Economic Co-opera- 
tion and Development in 
Paris yesterday demon- 


strated in front of the United 
Nations office in Geneva. 
They were protesting at 
what they claim Is a "sell- 
out" by the UN to multina- 
tional corporations. 

The demonstration was 
timed to coincide with a 
two-day conference in 
Geneva on globalisation, 
organised by the Interna- 
tional Chamber of Com- 
merce. Tbe conference is 
being attended by business 
leaders and beads of interna- 
tional agencies. 


Healthcare reforms hit Japan’s 
prescription drugs market 


Wa1dfeta<9 pharmacy purchases 
T2 months lo June 1996 


By Jenny Lussby in London 


A clarapdm.cn on drug prices 
by the Japanese government 
led to a 4 per cent contrac- 
tion in the country’s pre- 
scription drugs market in 
the year to June. 

The mandatory price cuts, 
tbe biggest in 11 years, took 
effect in April, with the cost 
of 1.588 drugs reduced by an 
average 9.7 per cent. 

The country's prescription 
drugs market contracted to 
S39.1bn in the 12 months to 
June, according to figures 


published by IMS Health, the 
healthcare information com- 
pany. 

Japan is tbe last of the 
world’s leading drug mar- 
kets to come under pressure 
from public healthcare 
reforms. Until now, Japanese 
doctors and hospitals have 
bought prescription drugs 
from wholesalers at a dis- 
count, but have been reim- 
bursed at the full list price. 

The Japan Medical Associ- 
ation argues that the differ- 
ence between tbe market 
price and the list price, 


known as yakkusa. is an 
important source of income 
for hospitals - worth 
YIJJDObn (S9bn) in 1996. or 
Y5m for every doctor in the 
country. 

But the government plans 
to eliminate yakkusa by 
2000. with industry experts 
predicting another round of 
price cuts in April 1999 and 
the introduction of a reim- 
bursement ceiling in 2000. 

This is aimed at 
preventing doctors from 
maintaining their yakkusa 
income by prescribing 


more expensive drugs. 

The price cuts are already 
transforming Japan's phar- 
maceutical industry. Foreign 
companies, which account 
for around a quarter of the 
country's prescription drugs 
market, have moved to 
rationalise their operations. 
Typical is Hoechst Marion 
Roussel, which has closed 
three of its six Japanese 
manufacturing sites and cut 
its workforce by 25 per cent 

However, the Impact of the 
price cuts is likely to be 
more severe for Japan's 
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domestic, fragmented phar- 
maceuticals industry. Of 
more than 100 domestic 
drugs companies, only 15 
have sales of more than Slbn 
a year, and only two sell 
more than 20 per cent of 
their output overseas. 


Analysts predict a wave of 
acquisitions and mergers 
among these companies. 

Elsewhere, the US and 
Canada continued to report 
tbe strongest growth in pre- 
scription drugs sales of any 
of the world’s 13 largest 


markets, IMS Health said. 

For the first time, central 
nervous system (CNS) drugs, 
which affect the brain, 
became the largest therapeu- 
tic market in the US, over- 
taking cardiovascular drugs. 
Boosted by television adver- 


tising. CNS sales rose by is 
per cent in the year to June. 

Genito-urinary prescrip- 
tions also rose sharply, up 17 
per cent as a result of the 
rapid expansion in sales of 
Viagra, the anti-impotency 
drug. 


Sahaviriya Steel Industries Public Company Limited 

Notice of Meeting to the holders of the outstanding 


U.S. $110, 000, 000 3’/a per cent. Convertible Bonds due 2005 

of 


Sahaviriya Steel Industries Public Company Limited 

(toe “Company'’) 


Notice is hereby given that a Meeting of the holders of the above Bonds (die ‘Bondholders'') will be held on Octobers, 1998 atiO.OO ajn. (London time) at Chase Manhattan 
Trustees Limited located at Trinity Tower. 9 Thomas More Street, London El 9YT, England tor the purpose of considering and, if thought fit, passing the following resolution 
which will be proposed as an Extraordinary Resolution in accordance wfth the provisions erf the Trust Deed (the Trust Deed") dated July 26, 1995 made between the 
Company and Chase Manhattan Trustees Limited (the Trustee”} as trustee for the Bondholders. 


EXTRAORDINARY RESOLUTION 

THAT this Meeting of the holders of the outstanding U-S.S110, 000,000 3 'h per cent. Convertible Bonds due 2005 (the "Bonds") of Sahaviriya Steel Industries Public 
Company limited (the “Company") constituted by the Trust Deed dated July 26. 1995 (the Trust Deed") made between the Company and Chase Manhattan Trustees 
Limited (the ‘Trustee’) as trustee for the holders of the Bonds (the ’Boncffidders’) hereby: 

(i) assents to the following modifications to the Terms and Conditions of the Bonds as follows: 

• The deletion of the last paragraph of Condition 10 and the insertion of the following wording in its place: 

Upon any such notice being given to the Company, the Bonds will immediately become due and payable at their US dollar principal amount together with accrued 
interest, together payable in Thai Baht at the Weighted Average Interbank Exchange Rate announced by the Bank of Thailand for the date of such notice. 

• The deletion of this second sentence of Paragraph 5 of the Third Schedule to the Trust Deed and the insertion of the following wording in its place: 

The quorum at a Meeting lor passing an Extraordinary Resolution shall (subject as provided below) be two or more persons present in person holding Bonds or being 
proxies or representatives and holding or representing in aggregate over 30 per cenL in principal amount of the Bonds for the time being outstanding provided flat the 
quorum at any Meeting the business of which Includes any of the matters specified in the proviso to para graph 16 shall be two or more persons so present holding Bonds 
or being proxies or representatives and holding or representing in the aggregate over one-third in principal amount of the Bonds tor the time being outstanding.’ 

• The deletion of Paragraph 18 ol the Third Schedule of the Trust Deed and the insertion of the following wording In its place: 

’Extraordinary Resolution means a resolution passed at a Meeting of Bondholders duly convened and held In accordance with these provisions by a majority consisting 
of not less (hart 51 percent of the votes cast." 

requests the Trustee to enter in to a Supplemental Trust Deed in such form as the Trustee shall approve to effect the modifications in (i) above and any other consequent 
modifications of the Trust Deed or the Terms and Conditions of the Bonds as the Trustee deems appropriate; and 
(iji) discharges and exonerates the Trustee from any liability to Bondholders in respect of acting in accordance with the request in (ii) above." 


(«) 


BACKGROUND 

The Company has accordingly convened a Meeting of the Bondholders by this Notice tor the purpose set out in this notice, information has been provided by the Company 
in relation lo “Developments hi Thailand" and financial highlights of the Company which are available from any of the Agents as specified below. 

The attention of Bondholders is particularly drawn to the quorum required for the Meeting and for an actfoumed Meeting which is set out in paragraph 3 ol "Voting and 
Quorum" below. 

Notice is further given to Bondholders that the Company has, pursuant to Condition 13(b) of the Bonds and with the agreement of the Trustee, amended the Trust Deed by 
the inclusion in the Third Schedule thereof of voting procedures In respect of Bonds held through the Depositary Trust Company. The amendment was made by means of 
a supplemental trust deed dated September 22, 1998 (the "First Supplemental Trust Deed") between the Company and the Trustee. Copies ol the Trust Deed (including the 
Terms and Conditions of the Bonds and the First Supplemental T rust Deed) will be made available for inspection, and forms of documents referred to below will be available 
for collection, by Bondholders at the specified offices of the Principal Paying Agent, the Registrar and the Paying, Conversion and Transfer Agents set out below during 
normal business hours. 

In accordance with normal practice, the Trustee expresses no opinion on the merits of the Extraordinary Resolution but has authorised it to be stated that ft has no objection 
to the Extraordinary Resolution being submitted to the Bondholders for consideration. 

VOTING AND QUORUM 

A registered Bondholder may, by executing and delivering a form of proxy in English to the office specified below of the Principal Paying Agent not less than 24 hours before 
the time fixed far the Moating, appoint a proxy. 

A registered Bondholder which is a corporation may by resolution, in the English language, ot its Directors or other governing body delivered to the office specified below of 
the Principal Paying Agent nor less than 24 hours before the time fixed for the Meeting, appoint a person to act as Its representative in connection with the Meeting. 
IMPORTANT: The Bonds era currently In the form of two Global Bonds. One Global Bond Is registered In the name of a nominee of The Depositary Trust 
Company (“DTC"). The other Global Bond Is registered in the name of Chase Nominees Limited. Each person (a “beneficial owner") who is the owner of a 
particular nominal amount of the Bonds, as shown In the records of DTC or DTC’s participants (“DTC Participants") or Eumctear, Cede! Bank or their respective 
accounthokiers (“ AccouttUlolders”)- should note that such person will not be a Bondholder for the purposes of this notice and will only be entitled to attend 
and vote at the Meeting in accordance with the procedures set out below, except that DTC Participants who have been appointed proxies by DTC may attend 
and vote at the Meeting. Accordingly, if they have not already done so, beneficial owners should convey their voting instructions, directly or through the DTC 
Participant or Accounttiolder through whom they hold their Interest in the Bonds, to DTC, Eurodear or Cede! Bank in accordance with the procedures of DTC, 
Eurodear or Cedel Bank and such DTC Participants or Accounthokters or arrange by the same means to be appointed a proxy or sub-proxy. 

1. Bonds held through DTC 

1.1 Ii DTC appoints me DTC Participants as its proxies under an omnibus proxy in accordance with its usual procedures, the DTC Participants will be entitled to attend and 
\crte al the Meeting. 

1 2 Abend ical owner which is not a DTC Participant but wishes to attend and vote at the Meeting In person must produce a form of sub-proxy issued by the DTC Participant 
through whom he holds his Bonds. Forms of sub-proxy are available from the Principal Paying Agent 

Forms of sub- proxy must be delivered to the offices of the Principal Paying Agent not later than 24 hours before the time fixed tor the Meeting. 

1 3 A DTC Participant not wishing to attend and vote at the Meeting in person may give a voting instruction form and a beneficial owner not wishing to attend and vote at the 
Meeting may arrange for the DTC Participant through whom he holds his Bonds to give a voting instruction form, in each case. Instructing the Principal Paying Agent to 
appomt a third person as a proxy to attend and vote at the Meeting in accordance with the instructions given. Alternatively the DTC Participant may appoint a sub-proxy 
or. in the case of a beneficial owner who is not a DTC Pariripant, the beneficial owner may arrange (as described in paragraphl.2 above), through the DTC Participant 
through whom he holds his Bonds, for that DTC Participant to appoint some other person (which may include the beneficial owner) as a sub-proxy, to attend and vote 
al the Meeting in accordance with the beneficial owner’s Instructions. 

14 Voting instructions must be given to the Principal Paying Agent not later than 48 hours before the time fixed tor the Meeting and may not be revoked during the period 


Only those DTC Participants shown In the DTCs records on October 7, 1998 (file “Record Dale”) will be entitled to vote on the Extraordinary Resolution or 
Issue voting instructions to the Principal Paying Agent or appoint sub-proxies to enable their votes and those of beneflefa! owners who hold their Bonds 
through PTC Participants to be cast 

2- Bonds held through Euroefear and Cedel Bank 

2.1 Those beneficial owners who hold their interests in Bonds through Cedel Bank or Eurodear (each a "Clearing System") and who wish to attend and vote at the Meeting 
should contact the relevant Gearing System to make arrangements to be appointed as a proxy in respect of the Bonds in which they have an interest tor the purposes 
of attending and voting at the Meeting. Beneficial owners must have made arrangements to vote with the relevant Gearing System by not later than 48 hours before the 
ume fixed lor the Meeting and any voting instructions given may not be revoked during the period starting 48 hours before the Meeting and ending at the dose of the 
Meeting. 

22 Those beneficial owners who hold their interests in Bonds through a Gearing System and who wish to vote at but do not wish to attend the Meeting should contact the 
relevant Clearing System to arrange for another person nominated by them to be appointed as a proxy in respect of the Bonds in which they have an interest to attend 
to vole at the Meeting on their behalf or to make arrangements tor the votes relating to the Bonds in which they have an interest to be cast on thalr behalf by the Principal 
Paying Agent acting as a proxy. Beneficial owners must have made arrangements to vote with the relevant Clearing System by not later than 48 hours before the time 
fixed for the Meeting and any voting instructions given may not be revoked during the period starting 48 hours before the Meeting and ending at the close of the Meeting. 

Quorum 

The quorum required ai the Meeting is two or more persons holding Bonds or being proxies or representatives and holding or representing In the aggregate over two- 
thirds m principal amount of the Bonds lor the time being outstanding. II within 15 minutes of toe time fixed tor toe Meeting a quorum is not present, the Meeting shall be 
adjourned tor such period, not being less than 14 rwrmore than 42 days later, and to such place as the Chairman of the Meeting may decide. At such adjourned Meeting, 
Hie quorum shall be two or more persons so present holding Bonds or being proxies or representatives and holding or representing to the aggregate over one-third In 
principal amount of toe Bands for toe time befog outstanding. 


3. 


4. Voting 


Every question submitted to the Meeting win be decided on a show of hands unless a pofl is duly demanded by toe Chairman of the Meeting, the Company or the Trustee 
or try one or more persons holding one or more Bonds or being proxies, sub-proxies or representatives and holding or representing in the aggregate not less than 2 per 
cent in principal amount of toe Bonds for too time being outstanding. On a show of hands every person who is present in person or any person who Is present and is a 
proxy or sub-proxy or a representative shall have one vole. On a poll every person who is so present shall have one vote in resped of each U.S.S1.000 principal amount 
of Bonds produced orin respect of which he is a proxy, sub-proxy or a representative. 

To be passed, ihe Extraordinary Resolution requires a majority in favour of not less than three-quarters of the votes cast If passed, the Extraordinary Resolution will be 
binding on all the Bondholders, whether or not present at such Meeting and whether or not voting. 


TRUSTEE 

Chase Manhattan Trustees Limited 
Trinity Tower. 9 Thomas More Street, London El 9YT, England 

REGISTRAR 

The Chase Manhattan Bank 
450 West 33rd Street. New York, New YorklOQOI. USA 

The Chase Manhattan Bank 
forandonbehaHof 

Sahaviriya Steel Industries Public Company Limited 


PRINCIPAL PAYING, CONVERSION ANDTRANSFEH AGENT 
The Chase Manhattan Bank 

Trinity Tower, 9 Thomas More Street. London El 9YT, England 

RAYING, CONVERSION AND TRANSFER AGENT 
Chase Manhattan Bank Luxembourg S A. 

5 rue Ptaetis, L-2338 Luxembourg 


September 24, 1998 


Eastern Europe’s 


companies are 
forced to re-learn 


old trading tricks 


Barter has given some exporters the 
edge. Our International Staff reports 


T he Russians "just 
stopped ordering over- 
night - we’re down to 
zero deliveries,” said Wies- 
iaw Kolodziej. a Polish 
exporter of processed food. 

He was speaking just 
before leaving for a trade 
fair in Kazakhstan, where he 
hoped to establish new con- 
tacts. Last year, Russia 
accounted for almost 90 per 
cent of the Slim worth of 
goods that Mr Kolodziej’s 
company, Tema, sold to the 
former Soviet Union. 

Tema is typical of the 
small businesses across east- 
ern Europe forced to look for 
new markets, or new ways of 
doing business, ever since 
the latest financial crisis 
erupted in Russia last 
mouth. 

Thousands have been 
pushed into bankruptcy. 
They range from furniture 
workshops in eastern 
Poland, to Hungarian food 
traders and Ukrainian sugar 
merchants. 

Trade with Russia 
accounts for less than 10 per 
cent of trade in the region, 
excluding Ukraine. Belarus 
and the Baltic states. Never- 
theless, there are in dividual 
businesses in all of the coun- 
tries which are suffering. 

Many of them operate in 
the “grey" market, beyond 
the reach of official statis- 
tics. Others are substantial 
trading companies. To sur- 
vive, big companies and 
small have to learn new 
tricks, or re-leam the tricks 
of the past, such as barter 
and payment in advance for 
all shipments. 

Mr Kolodziej has had a 
barter offer. “1 sent off my 
jars full of food and got steel 
in return,'’ he says. “Fortu- 
nately. 7 had a buyer lined 
up. There's a lot of building 
going on in Poland now." he 
explained. “Now someone 
wants to send me al umini um 
buckets.” 

Mr Kolodziej, who started 
bis business five years ago 
in Lublin in eastern Poland, 
says his clients in Moscow. 
Ekaterinburg and St Peters- 
burg are holding cm to their 
stock. 

“Their warehouses are full 
and they're waiting for 
prices to stabilise before 
they start selling again.” he 
declared. Meanwhile, clients 
cannot get their banks to 
make payments - “aud that 
doesn't help”. 

Istvan Temesfoi under- 
stands Mr Kolodziej 's situa- 
tion. As chief executive of 
Globus, a Hungarian can- 
ning company, he is usually 
selling tinned fruit and vege- 
tables. But these are extraor- 
dinary times. 

With a turnover of some 
SlOOm last year. Globus 
relies on the market of the 
Commonwealth of Indepen- 
dent States for 25 per cent of 
its sales. To keep sales up 
and 2,000 employees at work, 
Mr Teraesfoi has turned to 
barter, gaining Russian 
building timber for his 
canned goods. 


“It's very heavy. But while 
the rouble has no value, we 
must go back to barter,” he 
said. He also hopes the Hun 
garian government can per 
suade Moscow to part with 
some oil and gas in 
exchange for his products. 

Mr Temesfoi is optimistic 
about his chances or success 
in his quest for barter part- 
ners. But just in case nobody 
wants his wood, and Gaz- 
prom cannot be persuaded to 
take tinned peas, he has 
anotber barter item ready to 
offer - concrete. 

About 1.000km to the east, 
companies in Kiev are well 
used to barter, which 
accounts for more commer- 
cial transactions than cash, 
according to some estimates. 

Yevhen Nefedov, president 
of Ukragroexport, Ukraine's 
state-owned trading com- 
pany dealing with agrlcul- 


‘Of course we’re 
used to a certain 
amount of barter 
deals with 
Russia, but now, 
these account for 
virtually all 
of our trade’ 


tural goods, said: “The share 
of barter in our trade with 
Russia has grown dramatic- 
ally. 

"Of course we are used to 
doing a certain amount of 
barter deals with Russia, but 
by now these account for vir- 
tually ail of our trade.” 

Russian counter-parties 
pay primarily in oil products 
and gas: "One tonne or sugar 
is worth five tonnes of mazut 
fheavy fuel oil].” said Mr 
Nefedov. 

Rather than being a hin- 
drance to Ukraine-Russian 
trade, the new emphasis on 
barter gives Ukrainian 
exporters a competitive 
advantage because compa- 
nies elsewhere are less 
accustomed to barter. 

Companies lit the indus- 
trial city of Dnepropetrovsk, 
near the Russian border, are 
also less disturbed than 
some of their counterparts 
further west 

One local banker said: 
“Many of the factories here 
have links with Russian 
businesses, but contracts 
have long been set in dollars 
or done on a barter basis, 
not in roubles.” 

The representative of a 
British trading company 
added: “We're making all 
exports on a cash-in-advance 
basis, and so far people here 
are putting up dollars." 

Reporting by Christopher 
Bobinafd in Warsaw. Kester 
Eddy in Budapest, Charles 
Clover tn Kim and Stefan 
Waps (pi. East European Edi- 
tor, in London 


Canada 
grain 
blocked 
in US 


By Edward Aided In Toronto 


Canadian livestock and 
grain shipments to several 
northern US states are being 
blocked or delayed as part of 
a campaign by those states 
against what they say are 
unfair Canadian trade prac- 
tices. 

South Dakota. North 
Dakota, Montana. Minnesota 
and Idaho are stopping all 
Canadian trucks carrying 
grain or livestock to inspect 
the shipments for compli- 
ance with food safety, truck 
weight and highway safety 
laws. 

South Dakota is forcing 
trucks to turn back to Can- 
ada if they lack certification 
proving the shipments are 
free of six different drugs 
prohibited in the US. 

The governors of the US 
states say stepped-up inspec- 
tions are a direct response to 
Canadian testing require- 
ments that hinder US grain 
and livestock exports to Can- 
ada. 

They also claim that 
cheaper Canadian goods, 
aided by the weak Canadian 
dollar, are driving down US 
prices and hurting fanners 
in those states. 

"This is clearly born out of 
frustration over fair trade ” 
Ed Schafer. North Dakota 
governor, said yesterday. 

Mark Mueller, a spokes- 
man for South Dakota's Gov- 
ernor Bill Janklow, who ini- 
tiated the campaign, said 
Canada required additional 
tests on US cattle exports 
and refused to recognise the 
equivalence of some US test- 
ing procedures. US swine 
also face mandatory quaran- 
tine periods in Canada 

But Canadian officials say 
the actions are politically 
driven by the governors, sev- 
eral of whom face re-election 
this autumn and wish to bol- 
ster support among farmers 
bit hard by depressed world 
prices for wheat and live- 
stock. 

They say several of the 
drugs being tested for by the 
US states are not even being 
used In Canada. 

Lyle Vanciief, Canadian 
agriculture minister, warned 
that Canada might take tbe 
issue to dispute settlement 
under tbe North American 
Free Trade Agreement or the 
World Trade Organisation. 

So far the actions have 
had minimal impact oh 
Canadian exports. Little 
Canadian grain is currently 
being shipped south, and 
fanners have rerouted live- 
stock exports from South 
Dakota to processors fit 
other states. 

The Canadian government 
has urged the US adminis- 
tration to intervene against 
the states, but a Canadian 
official acknowledged Wash- 
ington “doesn't have a lot of 
control over the governors". 

Tensions over agricultural 
trade have long been high 
between US border state 
fanners and their Canadian 
counterparts. 

The US farmers argue that 
centralised Canadian mar- 
keting boards result in non- 
transparent pricing that 
allows Canada to undercut 
US farm prices. 
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INTEREST RATES UK POLICYMAKER SAYS COUNCIL MEMBERS COULD BE VULNERABLE TO NATIONAL POLITICAL PR ESSURES' 

Warning on centra! euro-bank 


By Robert Cltota, 
Economics Editor 


The European Central 
Bank's independence from 
national political pressure is 
at risk if it insists on keep- 
ing the votes of its council 
members secret, according 
to a member of the monetary 
policy committee of the 
Bank of England, the UK 
central bank. 

Willem Buiter, professor of 
international macro-econom- 
ies at Cambridge University, 
argues in a letter in today’s 
Financial Times that council 


members at the ECB should 
not be allowed to "to hide 
behind the cloak of confiden- 
tiality” when they vote to 
set interest rates for the 
euro area. 

Prof Buiter’s argument 
reflects a broad difference in 
approach to central bank 
transparency between conti- 
nental Europe and the 
Anglo-Saxon economies. 

h also highlights a politi- 
cal dilemma for Gordon 
Brown, the chancellor of the 
exchequer. Mr Brown 
favours joining the single 
currency, but when he 


reformed the Bank' of 
England, he insisted on 
greater transparency than 
win be on offer at the ECB. 

Otmar issing. the ECB's 
chief economist, argued in 
the FT on Monday that 
“making individual mem- 
bers* voting behaviour pub- 
lic would encourage undesir- 
able scrutiny of members' 
voting patterns". This would 
encourage external pressure 
on them. 

Mr Issing believes the pub- 
lication of voting records is 
forbidden by the terms of the 
Maastricht treaty that 


states: "The proceedings of 
the meetings shall be confi- 
dential. The governing coun- 
cil may decide to make the 
outcome of its deliberations 
public* 

In evidence to the Euro- 
pean parliament this year, 
Wim Duisenberg, the ECB 
president, argued that pub- 
lishing the votes of the Bank 
of England's monetary pol- 
icy committee members had 
been harmful He said confir- 
mation of splits on the com- 
mittee “undeniably had an 
impact on markets. It has 
increased uncertainty”. 


But Prof Buiter believes 
that publishing the votes o£ 
individual council members 
will shield them tram politi- 
cal pressure to. vote la the 
interests of their homo coun- 
tries. 

Council members are sup- 
posed to vote -for what is 
appropriate for the euro area 
as a whole, even though, 
most of them are governors 
of national central banks. 

"Smoke-filled rooms and 
confidentiality are more 
Hkely to allow the ECB man- 
date and independence to be 
perverted by national politt- 


fofpressuresthao openness 
and, ..-the occasional 
short-term embarrassment 
that tiffs entails,” he argues. 

He Says the voting recfflxl 
should .be considered as part 
of the outcome of' the meet 
lugs, .rather thaii their pro- 


regional Federal Reserve 
presidents in the US nor- 
mally vote la the collective 
interest cm the Federal open 
markets, committee, but 
political pressure is likely to 
be stronger in the euro area. 
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LEISURE JOINT OFFER POSSIBLE FOR CORAL 

State body 
may bid for 
betting chain 


By Scheherazade 
Darnsftkhti, Leisure 
Mustries Correspondent 


Stanley Leisure and the 
Tote, the state-owned betting 
operation, are among a num- 
ber of potential bidders for 
the Coral betting shop chain 
following- yesterday's confir- 
mation by the Department of 
Trade and Industry that it 
hnd blocked a E363m (8598m) 
bid from Ladbroke. 

The. Tute and Stanley Lei- 
sure are examining making 
a joint offer for the 833 bet- 
ting shops after Peter 
Mandeison, chief trade and 
industry minister, accepting 
recommendations by the 
Monopolies- and Mergers 
Commission, said Coral 
should be sold as a single 
business. 

This was to restore a third 


national chain after Lad- 
broke, the hotel and betting 
group, and William Hill , the 
betting shop chain acquired 
last year by Nomura, the 
Japanese bank. 

But Mr Mandeison said be 
did not rule out the possibil- 
ity of a sale "in more than 
one part if that seemed 
likely to lead to a more 
robust competitive environ- 
ment". 

The MMC blocked the 
merger because it said it 
would weaken price competi- 
tion at a national level and 
would reduce consumers’ 
choice of big betting shop 
chains. 

Ladbroke's shares, which 
have lost one-third of tbeir 
value over the past three 
months, closed I7?4p higher 
yesterday at 222p. 

Mark Brumby, leisure ana- 



Pressure 
grows for 
action oq 
food group 
power 

By Peggy Hoffinger 
and David Wlglitnn 






lyst at ABN Amro, said the 
publication of the MMC 
report had removed uncer- 
tainty and the shares bad 
been oversold. “The bounce 
is warranted though it 
leaves a Ladbroke with a 
hole strategically because 
the expansion of betting has 
been blocked." 

Leonard Steinberg- chair- 
man of Stanley Leisure, 
which has 475 betting shops, 
said yesterday the group 
would either bid on its own 


or possibly with the Tote for 
the Coral chain. “We would 
probably want to buy the 
whole business and sell off 
shops we did not want” 

It is likely to face competi- 
tion from private equity 
groups, such as Charter- 
house, CVC and NatWest 
Ventures. Nomura is also 
thought to be interested but 
given yesterday's decision is 
likely to run into similar 
competition problems. 

Peter George, chief execu- 


tive of Ladbroke, said the 
company received "substan- 
tial" interest from prospec- 
tive purchasers. 

However, analysts doubted 
that given the weakness in 
the market since January, it 
would be able to secure a 
higher price. It also emerged 
from the MMC report that 
Ladbroke had outbid by 15 
per cent other bidders for 
Coral including Nomura. 


Comment, Page 23 


COMPANY REPORTING STRICTER CONTROLS INTRODUCED ON USE OF FINANCIAL INSTRUMENTS 


Rules on disclosure of risk tightened 


By Jtm Kelly In London 

Companies will for the first 
time have to disclose infor- 
mation about the risks they 
TiVe Using derivatives and ' 

I other financial Instruments, 
under rules published today 
by the Accounting Standards 
Board. 

The move - forcing cora- 
panfo* including the big 
hanks to disclose details of 
loans, bonds, swaps, futures, 
forward contracts and 
options - marks a milestone 
in attempts to modernise 
financial reporting. 

“Tliis new standard shines 


a torch into a darkened room 
allowing users of accounts to 
understand the impact and 
significance of these instru- 
ments," said Sir David Twee- 
die, chairman of the ASB. 

Paul Chisnall, a director of 
the Britsh Banking Associa- 
tion, whose members will 
follow special rules laid 
down by the ASB. said: 
“This leap-frogs the kind of 
risk analysis required under 
international rules and puts 
us alongside the US.” 

The rules are a response to 
regulatory calls for tighter 
controls on financial instru- 
ments fallowing a series of 


high-profile disasters led by 
the collapse of Barings in 
1995 after losses incurred by 
a rogue trader. 

The standard will be com- . 
pulsory from early next year 
and lay the foundation for 
the ASB’s long-term goal of 
requiring companies to 
account for gains and losses 
on financial instruments - 
possibly in a way which hits 
profits. 

Official figures show big 
growth in the use of finan- 
cial instruments with pri- 
vately negotiated derivatives 
standing at more than 
Kffl.ooobn worldwide at the 


end of 1997 - up 14 per cent 
on 1996. 

Traditional accounts foil 
to capture all the risks asso- 
ciated with financial instru- 
ments while some deriva- 
tives - which have no initial 
cost - are not recorded at all 
unless they eventually result 
In big losses or gains. 

In order to track and mea- 
sure the risks associated 
with derivatives the new 
rules rely on markets to pro- 
vide values for financial 
instruments rather than 
using traditional historical 
costs. 

Companies will have to 


give a summary of the cur- 
rent values of the instru- 
ments they hold and show 
for the first time gains and 
losses on derivatives used as 
hedges - a device for manag- 
ing risk - as they. unwind 
Over time. 

Directors are also being 
asked to discuss what risks 
the company faces and in an 
audited narrative in the 
annual accounts say how 
they have dsed financial 
instruments to deal with vol- 
atility In exchange and inter- 
est rates. ... 

Most large companies will 
be affected by the rules. 


Blair to meet N Ireland leaders over arms 


By John Murray Brown In 
Dublin and Jimmy Bums In 
London 

Tmiv Binir, the UK prime 
minister. is to meet David 
Trimble, leader or the Ulster 
Unionist party, and Gerry 
Adonis, president of Sinn 
Fein, in n bid to overcome 
I he impasse over terrorist 
arms. The UUP is tho biggest 
i pr«« British party in North- 
orn Ireland: Sinn Fein is the 
pnliticaf King of the Irish 
Hepuhticnn Army. 

The meeting, during next 
week's annual conference of 
the governing Labour party, 
cutties anuci signs of a break- 


through in the dispute after 
a proposal from Irish minis- 
ters that the IRA should out- 
line a timetable for decom- 
missioning, as a way of 
reassuring sceptical union- 
ists. 

Officials say a key role 
could be played by John de 
Chasteiain, the Canadian 
general appointed to oversee 
the handover or paramilitary 
arms. He is expected to 
make a statement in the 
next few weeks allowing the 
IRA to signal its intentions 
without having to be seen to 
respond directly to unionist 
demands. 

Mr Blair's office cautioned 


against expecting an early 
resolution but a senior offi- 
cial said the Labour confer- 
ence offered "a good oppor- 
tunity to move things on". 

Mr Trimble, the Northern 
Ireland first minister, gave 
the timetable idea a guarded 
welcome. He said there bad 
to be a "credible start" to the 
process before his party 
would take its seats in an 
executive with Sinn Fein. 

But Mr Adams accused Mr 
Trimble of reneging on the 
agreement by toughening 
demands for decommission- 
ing. “The man has actually 
moved back to before the 
Good Friday agreement. I've 


told Mr Trimble that I con- 
sider this to be a’ very seri- 
ous development indeed,” iir 
Adams said. 

His comments underline 
the pressure now being -.^ut 
on Sinn Ffcln for progress on 
the arms issue. 

Bertie Ahern, prime minis- 
ter of the Irish republic, said 
it was “a fair question when 
will it all start. We know 
when it has to finish”. 

The diplomatic activity - 
with evidence the two gov- 
ernments are co-ordinating 
their public statements - 
underlines the concern in 
Dublin and London that the 
row could threaten the tim- 


ing of the implementation of 
the agreement 

The agreement does not 
require any decommission- 
ing as a precondition for a 
party's entry to the execu- 
tive but an Irish official said 
yesterday it was “a political 
reality" that without some 
progress from the IRA Mr 
Trimble's position in the 
UUP would become unstain- 
able. 

Any decision on the 
make-up of the executive is 
likely to have to wait until 
Mr Trimble and Seamus Mel- 
lon, the nationalist deputy 
first minister, return from a 
US tour next month. 


NEWS DIGEST 


STATE HEALTH SERVICE 


Ministers launch $1 .6bn 
‘telemedicine revolution’ 

The-govwnment wffl today launch a seven-year £1bn 
f$1 .6bnf IT 'revolution in the slate health service, intended 
to-make ?tel«TTeeficff» p routine. It will allow the electronic - 

scchungs of patient records-and results and make posa- 
ble' the online booking of hospital appointments. Family 
doctors win be linked to hospitals and pharmacies. a«ow- 
togonilrie prescribing of medicines and emergency access 
to records. Initial cash for the programme will come from 
the Earn that has been eamvaiked by the government tar 
toe development of the National Health Service ovei the 
; next three years. Treasury insistence that afl IT orders Oi 
■ more than film must be cleared with it. has seen orders 
• cky up, .outdated systems installed and a string of big IT 
companies — such as ICL, Andersen and Digital - quitting 
the NHS market, leaving only US companies and a lew 
smaller UK groups such as System C. Ministers hope to 
tempt some of the big companies back into the market. 
Nicholas Timmins, London 

RABIES 


Pressure is mounting on the 
government to crack down 
on the growing dominance of 
UK food retailers as they 
were yesterday accused of 
exploiting customers and 
suppliers. 

A report commissioiied by 
the Office of Fair Trading 
called for a full-scale inquiry 
into the retailers’ power and 
profitability and warned 
against farther consolida- 
tion. - 

The report Itself stopped 
short of accusing supermar- 
ket chains of profiteering 
bat Paul Dobson, an econo- 
mist at Loughborough Uni 
ve ratty and joint author of 
the study, said it clearly 
indicated that food retailers 
were - squeezing suppliers 
without passing on gains to 
customers. 

'Gross and net margins 
are rising which means they 
are basically getting better 
deals from suppliers and 
higher prices from custom- 
era” he said. 

The dominance of the big 
four food retailers - who 
together control more than 
SO per cent of supermarket 
sales - had created a lack of 
true competition, he said. 

The OFT said yesterday 
the report did not represent 
official policy. But it is likely 
to he considered as part of 
the preliminary investiga- 
tion launched in July info 
whether supermarket groups 
are abusing their market 
power. 

Tesco, the UK’s biggest 
food retailer, said the report 
was based on out-of-date 
information. "Margins have 
fallen In the last five years 
and we are much more com- 
petitive than we have been," 
the group said. 

Safeway attacked the 
report as “merely fuelling 
some ill-founded claims 
being aired . in certain 
media”. 

The government is likely 
to take the report’s call for 
an Inquiry seriously. 

But one government mem- 
ber said even If there was a 
case to answer in food retail- 
ing it was less clear what 
could be done. 

“The problem with the 
supermarkets is_that they 
are often local monopolies 
which are protected by . local 
planning restrictions. The 
only way to increase- compe- 
tition would-be to allow the 
building of more supermar- 
kets which would be very 
unpopular." 


Changes likely to precautions 

Changes to the UK's anti-rabies quarantine regulations are 
likely following the publication of a report from a govern- 
ment advisory group-. The report recommended ending the 
quarantine system, which involves dogs and cats entering 
the country remaining m isolation kennels for six months il 
they, are vaccinated and enter from the EU and other 
rabies-free areas such as Australia and New Zealand. Nick 
Brown, agriculture minister, yesterday opened a consulta- 
tion period on the report, running until the end ol the year, 
but said, “the government starts with a predisposition to 
move in the direction of the recommendations". 

- He said the government’s concern was not to jeopardise 
the UK’s rabies-free status.. Chris Dye, .an epidemiologist 
on the advisory group, satd risk-assessment calculations 
showed “there would be no significant difference in risk" 
from the new system, which would involve a limited num- 
ber of designated points of entry. Animals would be indi- 
vidually checked. Maggie Urry, London 


WATER INDUSTRY REGULATION 


Company shares fall 3% 

Water customers ought to see a real price cut of at least 
10 per cent in annual bills in the year 2000, John Prescott, 
deputy prime minister, said as he announced a five-year 
programme of water quality and environmental improve- 
ments expected to cost up to £8.5bn (Jl4bn). He said this 
would leave room for the industry regulator to impose a 
substantial price cut. His comments that heavy capital 
expenditure and tighter regulatory price controls ought to 
“stem excessive dividend payments and directors' remu- 
nerations" prompted water company share prices to tall by 
almost 3 per cent yesterday. Mr Prescott, who has been 
highly critical of big pay increases awarded to some water 
company directors, said he saw no reason why a 10 per 
cent price reduction “should not be achievable". 

Michael Meecher, environment minister, said yesterday 
that price limits set by the regulator for 1995-2000 had 
been too generous, leading to a “bonanza" for sharehold- 
ers and directors. Andrew Taylor, London 


THE ARTS 


Opera gets $7m to pay deficit 

The English National Opera is to receive £4.7m ($7. 7m) 
from the Arts Council of England in National Lottery money 
so it can pay off its E2.3in deficit and build up its artistic 
programme and audiences. This is on top of the £4.5m 
awarded to the ENO last year to help improve its London 
home at the Coliseum. Peter Hewitt, chief executive of the 
Arts Council, said yesterday that the money was a "com- 
mitment to the company under its inspired new manage- 
ment" of Nicholas Payne, former opera chief at Govern 
Garden, and Paul Daniel, music director. The Council is 
keen to bolster one of London's two big opera companies 
white the other, the Royal Opera House Covent Garden, 
still labours under financial and managerial difficulties. 
Antony Thomcroft, London 


BSE INQUIRY 

Papers reveal rule breaches 

Papers made available to the public inquiry into BSE - 
“mad-cow” disease - reveal serious breaches of vital reg- 
ulations designed to protect human health well into the 
1990s. They show top-level concern about what one agri- 
culture ministry veterinarian described as “widespread and 
flagrant" breaches of the ban on "specified bovine offals" 
entering human food and animal feeds - introduced in 
1989. A memo to Douglas Hogg, the then agriculture min- 
ister, in July 1995, said .“the unsatisfactory treatment of 
specified bovine offal in slaughterhouses reflects an unfor- 
tunate state of affairs which has presumably existed for 
many years. We must expect questions on why we 
allowed this situation to persist for so tong". It goes on to 
say that it was “vital" the health department agreed that 
there “Is no risk to human health". Maggie Uny, London 


Labour party 
‘paranoid’ over 
Scotland poll 


1 - 


By Andrew Parker, 

Political Correspondent 

AIpx Salmond. Scottish 
National parly leader, yes- 
terday insisted the party 
would not wek to wreck the 
pUmunl Scottish parliament, 
as he accused the governing 
Labour puny of being driven 
by paranoia and fear. 

On the opening day of tile 
S\T annual conference in 
Inverness. Mr Salmond sig- 
nalled the party was prepar- 
ing for s long haul towards 
realising its goal of Scottish 
inili'pumlvnce. With Labour 
and the SNP neck -and neck 
in iiputiuii polls, Mr Salmond 
sought to reassure voters by 
promising a "positive 
agenda" for the devolved 
parliament 

Hid Iris upbeat message 
was blunted after Tulloch, 


the biggest company In 
Inverness, warned ft could 
move to England if the SNP 
wins next May’s devolution 
elections because of the pos- 
sibility of higher taxes. 

John Swlnney, SNP Trea- 
sury spokesman, said the 
party might propose using 
the Scottish parliament’s 
power to raise the basic rate 
of income tax to finance a 
cut In business rates for 
small companies. Alterna- 
tively, big companies could 
have l heir rates increased, to 
reduce the burden on small 
Arms. 

• Scotland's growth rate is 
slowing although its econ- 
omy will not necessarily go 
into recession, according to 
a survey by Strathclyde Uni- 
versity. Brian Groom writes. 

It warns that 20,000 jobs 
are likely to be lost over the 



Nationalists insist they can afford to go it alone 


Andrew Parker finds corporate taxation 
and the single European currency at the 
heart of policies advocating independence 


Upbaat Alex Salmond speaking 
to the SNP yest e r da y 

nest three years, reversing 
employment gains of 14,000 
last year. The survey says 
growth in gross domestic 
product will slow from 3.43 
per cent last year to 2.13 per 
cent this year. 

• This summer saw job 
losses including 1.000 at Vla- 
sy stems, a US circuit-board 
manufacturer, 720 at Daw- 
son, the textiles group, 500 at 
Compaq, the US computer 
company, and 370 at Lite-On. 
a Taiwanese computer moni- 
tor maker. 


N ever before has so 
much attention been 
given to the Scottish 
National party, which began 
its annual conference in 
Inverness yesterday. 

The first ejections to the 
Scottish parliament are just 
eight months away and the 
SNP is running neck-and- 
neck with the governing 
Labour party In a battle for 
control. Scotland could be 
independent by 2000 If the 
SNP wins. 

But a sign of the SNP’s 
nervousness at the prospect 
of power came in May when 
a raft of policy statements - 
outlining costly spending 
commitments - were wiped 
off the party’s internet site. 

Many policies in the SNP 
manifesto for last year's 
national election are being 
dumped. The party leader- 
ship will ask the conference 
to abandon a “short-term" 
plan to renationalise Rail- 


track, the privatised owner 
of the national rail Infra- 
structure. 

Other policies under 
review include. a proposal to 
increase the value of grants 
to university students. 

Towards the Scottish Par- 
liament, the SNP*s statement 
of “policy intentions" pub- 
lished this month, contains 
few spending commitments. 

Much of the language in 
the document is similar to- 
that of Tony Blair, the prime 
minister. Its key themes are 
“enterprise, compassion and 
democracy". 

But the SNP: will propose 
in its manifesto next spring 
that high earners pay more 
tax. Last year's manifesto 
said the . celling on National 
Insurance', contributions - 
effectively a tax on employ- 
ers and employ efc&to pay for 
Insurance-based welf&re ben- 
efits - would be removed to 
raise an extra £lbn over four 


years. The leadership is also 
against pro mising to use the 
new parliament's power to 
raise the basic rate of 
income tax by up to 3p in 
the pound.. 

To persuade Scots that 
they can afford to go it 
alone, the. manifesto is 
expected to pledge to bolster 
the Scottish economy by cut- 
ting corporation tax and tak- 
ing Scotland into the Euro- 
pean single currency as soon, 
as practicable. 

A separate Scottish cur- 
rency might not last long at 
the hands of the speculators 
. but the SNP says it would be 
pegged to sterling. The party 
has pledged to hold a refer- 
endum on the single cur- 
rency. 

“Our view is - that subject 
to the decision of the Scot- 
tish people, we should take 
the decision on. principle as 
quickly as possible, and then 
stand ready to move Into the 
single currency area when 
the opportunity arises." says 
Alex Salmond, 'tbe SNP 
leader. 

Michael Saunders, an 


economist at Salomon Smith 
Barney, calculates that Scot- 
land could meet the Maas- 
tricht criteria for the single 
currency if It can command 
a significant proportion of. 
North Sea oil revenues. 

In the most recent analysis 
by the government's Scottish 
Office, which admits “impre- 
cision", Scotland had a defi- 
cit of £7.4bn (S12J2bm or 12.5 
per - cent -of yrass domestic 
product In 1995-96. Mr Saun- 
ders, producing estimates for 
1997-98, says that there is an 
implied deficit of .VI per cent 
of GDP If Scotland, received 
67-90 per cent of the oil reve- 
nues. . 

. Mr Salmond, who believes 
Scotland is more disposed to 
the euro than other parts of 
the UK, uses .the economy or 
the Republic or Ireland to 
buttress his argument that 
an independent Scotland can 
prosper. The Irish economy 
Is set to grow by 7 per cent 
this year, with a corporation 
tax rate o£ 10. per cent for 
manufacturing. Mr Salmond 
promises _a_ “significantly 
lower fate" to the planned 


UK. level of 30 per cent, and 
has seized on the support of 
Arthur Laffer, former 
adviser to Ronald Reagan, to 
claim that a cut in taxes can 
deliver more revenues. 

But the Scottish branch of 
the Confederation of British 
Industry, the employers' 
lobby, has criticised Mr Sal- 
mond's proposal, The Irish 
central bank has also ques- 
tioned whether the Irish 
experience can be repro- 
duced in Scotland. 

Privately, senior SNP fig- 
ures admit Labour is likely 
to emerge as the biggest 
party after next May s elec- 
tions and form an adminis- 
.tratton with tbe Liberal 
Democrats, the pro-Euro- 
pean opposition party. 

By the time of the 2tiH3 
elections, the UK may have 
joined the single currency, 
removing the necessity of 
separate notes and coins in 
an independent Scotland. 
The case for going it a | on e 
would then be that much 
. more attractive, although a 
global slump could under- 
mine the. whole SNP props* 
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INTER VIEW CARL MICHEL, DEUTSCHE BA 


Pilot in a 
European 
dogfight 



Deutsche BA’s air 

i 

wars champion has 

i 

more things on his 
mind than the 
bottom line, finds 


Graham Bowfey 

Most executives 
r spend their day fret- 


l 

1 

PN ' ting about the bottom 

line. But the man In the mid- 
dle of the fierce contest 

between British Airways 

t 

1 

Lufthansa is not worried 
principally about making 
profits, or even winning 
huge market share. 

“1 am relaxed. The share is 

a 

not the key thing," says Carl 

c 

Michel, who runs Deutsche 

ii 

BA. the British carrier’s 
young German airline. 

d 

Instead, his job is to be a 

0 

thorn in the side of Jurgen 

H 

Weber, Lufthansa's chief. 

1C 

And he is enjoying some sue- 

b 

cess. Deutsche BA's presence 

St 

is an important reason why 
Lufthansa is making losses 

fa 

on its domestic routes - a 

1C 

feet that annoys Mr Weber 

in 

immensely, and must cheer 

in 

BA back in London. 

B; 

Mr Michel recently fought 

gt 

a nasty price war with Luft- 

11 

hansa. although eventually 

tfa 

he was forced to withdraw 

gi- 

from BA's Frankfurt to 

ty 

Munich route despite 

CO 

appeals for Brussels to inter- 
vene. “They threatened to go 

th 

to zero D-Marks," he says. 

ce 

“Lufthansa can still make 

CO 

life difficult for us but it 

ha 

does not change my strategic 

Tt 

position. If BA sees it's a 

Si! 

price war. they will let me 

he 

t 

off a bit" he said, highlight- 
ing the degree to which the 

— 

bottom line is not the guid- 

COi 

mg light of Deutsche BA’s 

ref 

business. “It would be differ- 

i 

ent if I wasn't meeting tar- 
gets for other reasons.” 

Deutsche BA is now Ger- 
many’s second-biggest 
domestic carrier after Luft- 
hansa. It was launched in 


1992. at first as a Joint ven- 
ture between BA and three 
German banks - Commerz- 
bank, Bayerische Vere ins - 
bank and Berliner Rank BA 
wanted to take advantage of 
the liberalisation of the 
European air market, com- 
pleted last year, which 
allows carriers from one EU 
country to launch domestic 
services in another. 

But by April, all three 
hanks had sold their stakes 
to BA They contend that the 
sale was routine but observ- 
ers say things were going so 
badly at the airline that the 
banks could not get to the 
door fast enough. 

Mr Michel does not appear 
to care too much. “It is an 
operation that will never be 
stunningly profitable. 
Domestic operations for all 
airlines are uninteresting 
economically. We do it 
because we have network 
benefits. It helps BA's pres- 
ence in Germany quite sig- 
nificantly,” he explains. 

“We can get these 
passengers to feed across to 
the UK and elsewhere in 
Europe. Then we start to 
achieve something quite 
important and powerful” 

At 35, Mr Michel is young 
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MANAGEMENT BOOK REVIEW 


Carrying on in a 
conflicting climate 



Carl Michel: 'It Is an operation that will never be stunningly successful' 


A. Hampel 


His strategy has been to 
focus on Germany’s busiest 
routes. Germany is “not a 
big country, and there are 
good rail and road links. 
About 16m people travel 
annually in Germany, two- 
thirds of the French mar- 
ket," he says. 

But there are 10 Ge rman 
routes with more than 
500,000 passengers a year 


‘They [Lufthansa] are an act to follow, 
they have the wind behind them. But 
their costs have not been tackled’ 


to be fighting these air wars, 
especially In Germany where 
many people of his age are 
still finishing their studies. 
He joined BA in 1995, after 
working for McKinsey, the 
management consultants, in 
London. He was promoted to 
head Deutsche BA in April 
last year. The airline now 
has about 800 staff, with 
1,000-2,000 more in services 
that have been outsourced. 


“and we are on seven of 
them”. Deutsche has a 14 per 
cent share of the German 
market, and a 38 per cent 
share of the routes it oper- 
ates. 

Germany’s export boom 
has increased business 
travel on international 
flights. Internal air traffic is 
slowly picking up with the 
German economy. 

Yet Deutsche BA is still 


not making profits. “We are 
not so Car away. We will 
make a modest loss this 
year. It is not very big. It is 
quite sensible. We will break 
even in 1999-2000," he says. 

Profits may come sooner if 
the euro strengthens against 
the dollar. “About $100m, a 
quarter of my costs, are in 
dollars because of aircraft 
leasing and fuel. The 
exchange costs that I bear 
are almost unique, whereas 
Lufthansa will be balanced 
out by the dollar income 
they get. I don't get that 
because I don't fly to Amer- 
ica," he says. 

Despite the rivalry, he 
admires Lufthansa. The Ger- 
man carrier is doing better 
in its home market than it 
would otherwise be doing 
because it has franchised 
some loss-making services to 
smaller local airlines. It is 
also feeding more passenge rs 
into its main Frankfurt hub 
and on to its lucrative inter- 
continental flights. 

But he does not believe 
Lufthansa has tackled its 
high costs, despite cl aims 


made by Mr Weber that the 
German airline is more 
streamlined and efficient 

than it was. As in many big 
German companies, unions 
still hold sway and Luft- 
hansa's costs are among the 
world’s highest (Deutsche 
BA has no big unions so it 
does not face Lufthansa’s 
protracted and expensive 
wage negotiations.) 

“They are an act to follow, 
they have the wind behind 
them. But their costs have 
not been tackled." says Mr 
MlcheL 

He does not believe that 
Lufthansa’s domestic busi- 
ness will be profitable soon. 
“Our costs are 20 per cent 
below Lufthansa's and we 
are still losing money.” 

What next? That depends 
on the British parent. “At 
some point BA will have to 
develop a third hub. It could 
be in the UK, Manchester, it 
could be in Europe, in Ber- 
lin. When that becomes 
clearer, then we will feed 
that hub. There is a waiting 
game - where will BA go 
next?" 



MANAGING OUTSIDE 
PRESSURE: strategies 
for preventing 
coj^rEfedJsastere^ 

Matthias Winter 
and Ulrich Steger 

£1949 ~ 

Pub: John WHey & Sons 

It is the stuff of managers' 
nightmares. Without warn- 
ing, a company becomes the 
target of an environmental 
or social pressure group. 
Caught off guard, it puts up 
a weak defence and the cam- 
paign gathers momentum. 
Within weeks, the company 
is forced to withdraw from 
the project, its reputation in 
tatters. 

As activist groups become 
more prominent and sophis- 
ticated, companies that oper- 
ate in sensitive regions or 
business areas have become 
increasingly vulnerable. 

For managers, it has 
become crucially important 
to predict tbe demands of 
outside pressure groups. The 
difficulty lies in detecting 
the particular issue that will 
blow up into a public rela- 
tions disaster. 

Take the Royal Dutch/ 
Shell group. It was taken off 
guard by the issue that shat- 
tered its reputation: the deci- 
sion to sink the Brent Spar 
oil platform in the North 
Atlantic in 1995, which it 
cancelled after a high profile 
campaign by Greenpeace. 

Could Shell have antici- 
pated - and avoided - the 
episode? Yes, according to 
Managing Outside Pressttre. 


Its authors - Matthias 
Winter from McKinsey, the 
consultancy, and Ulrich Ste- 
ger from IMD, the La usan ne- 
based business school - are 
highly critical of the way 
companies evaluate poten- 
tial conflicts. 

They argue that compa- 
nies are so often surprised 
by controversies because 
they tend to focus purely on 
“rational" scientific or tech- 
nical criteria. There are, 
they learn to their cost, usu- 
ally several different ways of 
looking at an issue. 

The book describes a 
checklist of eight questions 
that companies should use 
to screen potentially conten- 
tious issues. For a start. It 
should ask whether the 
arguments against the issue 
are plausible. Managers 
should beware labelling 
activist demands as irratio- 
nal from the beginning. That 
limits their ability to gain 
additional insights and to 
understand public concerns, 
the authors argue. 

Similarly, companies 
should ask themselves 
whether the issue evokes 
emotion. “People become 
excited about things that 
they can see, understand 
and love or hate." say the 
authors. 

Is the issue going to be 
picked up by the media? For 
an issue to capture wide- 
spread coverage, it will need 
to be novel, extraordinary 
and happening in a place 
reasonably accessible to 
reporters. 

Are there connections to 
other issues that have 
affected the company or 
other similar companies? 

How isolated is the com- 
pany? Activists prefer not to 
attack entire industries. 
Even though the ownership 
of Brent Spar was a joint 
venture between Shall and 
Exxon, Greenpeace levelled 
its criticism solely at Shell, 
so isolating its opponent. 

Activist groups prefer to 
target companies whose 
position within the industry 
is already exposed. After the 
Exxon Valdez accident, 
Exxon was the preferred tar- 


get of environmental groups 
until the Brent Spar inci- 
dent Then Shell betaine the 
scapegoat of the oil industry, 
not least because weeks later 
the Nigerian government 
hanged Ken Saro-Wiwa, the 
human rights and environ- 
mental activist. Shell 
accounts for about half of 
Nigeria’s 2.18m barrels of oil 
a day. 

Other questions Include 
the strength of the activist 
group that is likely to target 
the company, how far the 
crisis has evolved and how 
easy it would be to find an 
alternative solution to the 
problem. 

If there is significant risk 
of confrontation It does not 
mean that the company 
should not go ahead with the 
project. But it does mean 
that it should make contin- 
gency plans in case it does 
run into strong opposition. 

The authors advise compa- 
nies to try to influence pub- 
lic opinion, create some 
understanding of the issue 
and move beyond the tradi- 
tional adversarial stance. 

Companies should also be 
aware that their image can 
be damaged by their reac- 
tions and behaviour during 
the campaign. 

The message of this book 
may be depressing to manag- 
ers wbo think facts rather 
than emotions should deter- 
mine difficult decisions. 

However, the authors 
argue that skilful anticipa- 
tion and management of con- 
tentious issues can benefit 
both company and activist. 

The point, they say, is that 
in pluralistic societies people 
have different values, inter- 
ests, perceptions and atti- 
tudes to risk. To some 
extent, conflicts are inevita- 
ble. The value of this book is 
that it should help managers 
handle these conflicts more 
professionally. 

Vanessa Houider 

Available from FT Bookshop 
by ringing FreeCall 0500 500 
635 (UK) or +44 181 324 5511 
(outside the UK). Free p&p in 
UK 
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TECHNOLOGY WORTH WATCHING 


Wealth of opportunity emerges from a root system 


ii-s 




Plants have long been 
used as a source of 
valuable materials - 
examples range from 
frankincense, myrrh and 
opium, to modern-day 
anti-cancer agents such as 
taxoL With modem 
technologies, even 
vaccines can be produced 
in plants such as bananas 
and potatoes, writes William 
Macdonald. 

Yet large-scale collection 
of plants and the 
subsequent extraction of 
compounds is often 
economically unfeasible 
and chemical synthesis of 
these compounds can be 
extrameiydifficutt. 

A New Jersey-based 
company, Photosynthetic 
Harvest (PH), is pioneering 
an new approach to 
producing chemicals that 
exploits a plant’s roots. 

‘Most plant research has 
studied what we can see - 
flowers, leaves, stems - 


but there is a tremendous 
amount of biomass under 
the earth which we don’t 
normally look at,” says Ira 
Pastor, PH’s director of 
marketing. For example, a 
two-and-a-haff acre field 
of rye can have 300m 
miles of root system. 

PH has patented a 
process called 
HWzosecretidn, developed 
at Rutgers University, New 
Jersey, In the laboratory of 
Professor Ilya Raskin. The 
process takes advantage 
of the ability of plants, 
grown In water in 
greenhouses, to synthesise 
and to secrete large 
quantities of unique, 
bioactive compounds in 
their roots. 

Plant roots exist in 
intimate contact with a 
hostile environment, where 
they are continually 
exposed to potential 
invaders such as bacteria, 
fungi, viruses, insects and 


the roots of other plants, 
as wefl as physical and 
environmental stresses. 
Unflke other parts of the 
plan t that have hard, 
protective surfaces, roots 
- of necessity - must be 
easily permeable. 

Roots have developed a 
defence method by which 

they produce chemicals In 
response to different 
stresses. The 
Rhkosecretion process 
exploits this ability. “We 
are basically using a 
mechanism which plants 
have evolved over Ibn 
yeans," says Mr Pastor. 

The roots are challenged 
with a chemical “aflator” 
and encouraged to 
produce a range of 
between 5 and 15 
chemicals In their defence. 
When a plant that 
produces the desired 
chemical has been 
Identified, ft is a simple 
matter to produce it on a 

IN BRIEF 


large scale. The chemical 
is easily isolated from the 
water that is circulated 
around the roots or the 
roots are "shaved" on a 
continuous basis and the 
chemical isolated from the 
biomass is removed. 

The plant’s roots are 
effectively milked to 
produce the chemical, 
says Mr Pastor. “We 
believe to looking at the 
plant like a cow,” he says. 

In one example, the 
oficftation process has 
been used to produce a 
chemical antibacterial for a 
water treatment company 
to deal with a type of 
troublesome bacteria. 

Currently, PH's main 
business is in producing 
chemical libraries for 
agrochemical and 
Pharmaceutical companies 
that are looking for novel 
compounds to screen as 
potential drugs or crop 
protection agents. 
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In International business, it’s not just who you know. It's 
where you go. And now that Iberia is working with American 
Airlines, you can go from anywhere American flies in the 
U.S. to any of Iberia’s 95 worldwide destinations. You can 
also take advantage of rberia’s daily non-stop flights to 
Madrid from New York. Miami, and now Chicago. For U.S. 
reservations, contact your travel agent, call (800) 772-4642, 
or visit www.1berU.com/ing1es. 
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Cannabis yields 
up secrets of 
pain-relief 

Medical researchers are 
showing increased interest in 
the pain-klfllng properties of 
carmabis In the treatment of 
certain diseases. But the 
drug - and the 
cannabinoids, Its active 
constituents - remain 
controversial, partly because 
so little Is known about the 
way they work. 

A report In today’s Nature, 
the international science 
journal, provides further 
evidence that cannabinoids 
reduce pain and sheds some 
fight on their mechanism. 

According to researchers 
at the University of 
California, San Francisco 
'cannabinoids are indeed 
centrally acting analgesics ' 
with a new mechanism of 
action”. They found that 
although morphine and 
cannabinoids work In 
different ways, the same 
circuit of the brain is 
involved in their 
Pain-suppressing role. 

Cannabinoids may be 
useful in Improving the 


treatment of pain because of 
their unique side-effects, say 
the researchers. 

For example, opioid drugs 
may cause nausea, but 
cannabinoids can Increase a 
patient’s appetite. 

University of California. San 
Francisco: US, tef 
4154769624; e-mail 
ldmengtaphy.ucsf.edu 

Now you’re 
talking 

One promise of video 
technology is that it will 
reduce the need for 
business travel. An 
International conference next 
Monday is designed to show 
that videoconferencing is 
already a viable alternative 
to bringing together 
delegates in foe same place. 

The conference, foe first 
videoconference run on a 
commercial basis, will link 
600 people from 45 
companies across Europe 
and foe US. 

The conference - on 
business ethics and climate 
change - is co-ordinated by 
BT, which will change the 
videopicture transmitted to 
each location to show 


foe person speaking. 
Tomorrow Publishing: 
Sweden, tel 468335290 
www. tomonow-wd3.com/ 
dxchange/exfbrmJhtrd 

Fusion puts 
waste to work 

A device that converts waste 
to useful byproducts such as 
fuel and glass has been 
developed as a spin-off from 
basic research on fusion 
carried out at MIT. 

The machine, called - a 
Plasma Enhanced Meter, 
uses two tearing processes: 
plasma heating, which 
breaks the chemical bonds 
of waste material, and joule 
heating, which turns waste 
into glass. 

The plasma heating turns 
organic materials Into 
hydrogen-rich gases which 
can be converted to feels 
like methanol The joule 
beating process turns 
Inorganics into recoverable 
metals and glass. 

Integrated Environmental 
Technologies, a company 
led by MIT researchers, 
which produces the 
machine, says that because 
foe process takes place in 


the absence of oxygen, and 
at high temperatures, foe 
waste products are 
environmentally friendly and 
ran be recycled. 
Massachusetts Institute of 
Technology: US, td 
6172532700; http:// 
web.mtt.edu/ 

Light thrown 
on a subject 

A device for brightening up 
dark basements is being 
developed at foe University 
of Nottingham. It has come 
up with a way of using 
mirrors to channel natural 
fight into foe gloomy 
rec osses of a house or 
office. 

It has developed a 
“sunpipe", which consists of 
aluminium tubes. lined with 
reflective material, that act 
as a series of minora. These 
can channel rays from foe 
sun ^ and even from the 
moon - Into a gloomy 
room. 

University of Nottingham: 

UK, td (0)115 9515798; fax 
(0)115 9515733 

Vanessa Houider 
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Have your custard 
pie and eat it, says 

Martin Hoyle 


fefrVr*. 


*.su 

-7 ^v- 


’ ‘-V: .*-• X .J . 

'lif 


r 4 - a.-.' - . 


There's Something About 
Mary arrives on these shores 
with its distastefulness and 
incorrectness, political and 
otherwise, already raucously 
proclaimed. Mostly guilty as 
accused; but I wonder if the 
practices and attitudes of the 
most powerful man in the 
world, currently obsessing 
the western media, have 
blunted our sensibilities. 
There is, in TSAM, a joke 
about sperm that first star- 
tled me and then, as it 
became a running (sorry!) 
gag, caused me to laugh 
incredulously at its 
unabashed grossness. Ealing 
comedy it Isn't; but every so 
often the sheer crassness of 
the Farrelly brothers’ (of 
Dumb and Dumber fame, if 


THERE'S SOMETHING 
ABOUT MARY 

Peter and Bobby Farrelly 


SECRET DEFENSE 
Jacques Rivette 




CUBE 

Vincenzo Natali 
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DEEP RISING 

Stephen Sommer 


THURSDAY 

Skip Woods 
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that’s the word) ambushes 
you into shamefaced plea- 
sure. 

And quite a few of the 
jokes are at the expense of 
crassness. The seedy private 
eve trying to ingratiate him- 
self with the lovely, do-good- 
ing Mary and her mentally 
handicapped brother, blun- 
ders his way through refer- 
ences to mongols. putting 
retards on a leash instead of 
caging them, flailing pachy- 
dermousty over our sensitiv- 
ity. is meant to be hilari- 
ously repellant. We laugh at 
his obtuseness, not with it. 

By this time we have seen 
Ted, an amiable nerd, teeth 
glittering with the dull 
gleam of metal braces, catch 
himself agonisingly in his 


2ip fly, thus ruining his 
chance to take the coveted 
Mary to the senior prom. 
Thirteen years later, still 
pining for the lost love of his 
life, be hires a sleazy gum- 
shoe to track her down. Pre- 
dictably. the detective fans 
for her himself. 

Mary's admirers include a 
crippled English architect, 
hobbling painfully around 
on crutches. Her neighbour 
is a bedizened phone-tapping 
beldam with a Florida tan 
that would male** a bar of 
chocolate look anaemic, and 
a bad-tempered dog. And 
besides being two Mickeys 
short of a Disneyland (you 
see how catching it is), 
Mary’s brother Lb large and 
given to violence if anyone 
approaches his ears. 

The grounds for offence 
are abundant, fertile and 
richly composted. And in 
honesty, some sequences are 
very funny, starting with the 
small-town sensation of the 
zipper accident. Later the 
detective realises the dog he 
drugged into acquiescence is 
dead, and frantically tries to 
resuscitate the pooch while 
concealing the fact from its 
adoring owner his increas- 
ingly wild tactics Include 
massage, kiss of life, and 
electric shock treatment 
until the furry corpse bursts 
into flames . . . Dog-lovers, be 
reassured: there is a happy 
ending 

The surprising thing about 
Mary is ultimately its 
old-fashioned morality. The 
iconoclasm is carefully cal- 
culated. the film’s centre is 
soft. It runs out of impetus 
before the end, but the feel- 
good factor is enhanced by 
the triumph of the right val- 
ues. You can have your cus- 
tard pie and eat it. 

Ben Stiller is a lovable 
Ted. Cameron Diaz the epit- 
ome of radiant desirability 
as Mary. Matt Dillon contin- 
ues his progress to character 
actor from juve lead: to be 
applauded, though his touch 
as the spiv tec is a trifle 
heavy-handed. Our own Lee 
Evans is the hobbling archi- 
tect with a surprisingly 
forced English accent - until 
another pint twist reveals 
the cleverness of it . . . 

★ 

I dealt with Jacgqes Riv- 
ette's Secret Defense' tram " 



Crassness crossed with old-fashioned moraity: Cameron Diaz as the lovely do-gooder in The Trouble With Maiy* 


Edinburgh. It has lost noth- 
ing. Mias, on Its trip south. 
It still weighs in at nearly 
three hours of sub-Hitch- 
cockian mystery languidly 
picked over in garrulously 
sulky Gallic tones. 

The French have a vice, 
which would make even an 
American president blush, 
that they indulge in over bed 
and board, in public and pri- 
vate, at home and work- 
place. There is an ugly little 
four-letter word for this 
activity. It is ■‘talk”. 

The faintly paranoic 
brother of Sylvie (Sandrine 
Bonnaire) Harms their father 
was murdered by his busi- 
ness partner. Sylvie inadver- 
tently kills the boss’s secre- 
tary- Being French, she 
addresses the moral and 
practical problems thus 
posed by tucking into rabbit 
and prunes. The dead girl's 
sister visits the boss in 
search of her missing sib- 
ling. Being French, he 
promptly takes her to bed. 
There is much travelling by 
train. 

Is this an attempt at Hitch- 
cockian tension, sowing 


unease with the odd detail 
that mars the otherwise nor- 
mal? But the camera never 
pulls away to reveal the 
train crop-spraying where 
there are no crops, or smoth- 
ered with suddenly assem- 
bling birds, or discharging a 
nun in suspicious high heels. 
Pas de chance! As the war- 
time slogan had it, is your 
journey really necessary? 

Take elements from ffuis 
Clos and TVs The Prisoner, 
set them in a moving Rubik 
cube where the incarcerated 
can escape only through the 
right alignment of cells and 
you get Cube. Vincenzo 
Natali's futuristic nail-biter 
is an example of the Cana- 
dian gtft. established long 
before the American X-Files 
was farmed out north of the 
border, for darkly ominous 
angst-ridden menace. Some 
of the dialogue is trite, 
almost risible in its bathos, 
the situation and characteri- 
sation predictable (tensions 
between these diverse 
strangers, including embry- 
onic fascist cop, idealistic 
woman doctor and self-loath- 
ing cynic). 


But the set is dazzling: 
cube rooms panelled with 
the dehumanised elegance of 
computer circuit designs, 
trapdoors in each wall, floor 
and ceiling, some leading to 
lethal booby traps; and at 
the edge of the giant cube 
itself, a dark Hiagm. There 
are genuine clammy-palm 
moments. Those whose 
nightmares run on claustro- 
phobia or heights will 
emerge shaken, stirred and 
cubed. 

A similar charcuterie 
awaits the passengers on a 
luxury cruise liner in Deep 
Rising. Cue much post-7Y- 
tanic flooding, screaming 
and surging. Cue also Treat 
Williams, a mercenary skip- 
per called Finnegan, or pos- 
sibly Mulligan, unwittingly 
hiring his boat to piratical 
thugs (including Jason Fle- 
myng as Mulligan, or possi- 
bly Finnegan, whose cock- 
ney accent reflects no credit 
on LAMDA) out to sink the 
liner. Something pre-empts 
them: the ship is a shambles, 
bloody and deserted, except 
for a lovely full-bosomed 
international jewel thief 


(female). A potentially rat- 
tling good yarn is let down 
by general noise, confusion, 
misguided humour and some 
over-familiar gore. When 
finally visible, the monsters 
are impressive, and the 
slime-covered semi-digested 
victim, disgorged to gibber 
througfa his half-eaten bead 
represents the best of popu- 
lar entertainment 
Skip Woods both wrote 
and directed Thursday. As if 
Quentin Tarantino had made 
Agnes Varda’s Cleo de cinq d 
sept, the film takes us 
through a momentous day 
for Casey, as his past 
catches up with him . His 
rise from drug dealer, casu- 
ally massacring his contacts, 
to respected architect with 
the trappings of suburban 
respectability, in three years 
flat suggests that America is 
the land of opportunity gone 
berserk. Casey is visited suc- 
cessively by an old comrade- 
in-crime; a bloodthirsty sex- 
pot who ravishes our unwill- 
ing hero; a sadist wielding a 
chainsaw and blowtorch; 
and Mickey Rourke as a cor- 
rupt cop. Gothic. 
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MUSIC IN ROTTERDAM GERGIEV FESTIVAL 


from a root system True romantic of his generation 
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It is unlikely the city of Rotterdam 
has ever made a better investment. 
In 199S. when Valery - Gergiev made 
his first appearance with the Rot- 
terdam Philharmonic Orchestra, he 
was a young Russian conductor 
little known in the west. 

Now. Ill years later, Gergiev's 
stock has risen to unforseen 
1 1 HglUs and he is one of the most 
sought-after conductors in the 
world. The Rotterdam Philhar- 
monic is justly proud of how he 
has stayed loyal, but nobody would 
dare claim to have chained the 
whirlwind Gergiev down. Even last 
week, he still found time to pop 
across the Channel for a concert 
with the London Philharmonic. 

Tlial was in the middle of this 
year's "Gergiev Festival", now in 
Its third year, when the whole idea 
of the festival is to show an omni- 


present Gergiev conducting an 
exhausting week-long programme 
of concerts and operas. 

The only way of lightening the 
burden a little would be to sched- 
ule music with which the conduc- 
tor and the Rotterdam Philhar- 
monic are already familiar and 
that may account for the high stan- 
dard of workmanship at the first of 
their concerts in this year's festi- 
val. Performances with Gergiev 
invariably exhibit a high degree of 
spontaneity; when that comes with 
a proper attention to detail the 
results can be impressive indeed. 

There was no soloist in last Fri- 
day’s concert, so the spotlight was 
entirely on Gergiev and the orches- 
tra. They began with a perfor- 
mance of the Overture to Don Gio- 
vanni. played with a full quota of 
strings, that turned the clock back 


to the romantic Mozart style of 
more than a quarter-of-a-century 
ago; and then, staying with the 
same anti-hero, they followed that 
with a rich and glowing account of 
Strauss's Dan Juan that came out 
of much the same mould. 

As we hear more of Gergiev out- 
side the Russian repertoire, it 
becomes increasingly clear that he 
is the true romantic of his genera- 
tion. a musician who wants to 
make the most of the full and 
warm sound of a traditional 
orchestra, and therefore very dif- 
ferent from the restlessly inventive 
Rattle or the brilliant Salonen. His 
performance of Berlioz's Sympho- 
nic fantastique was one of the most 
spacious I have heard far years. It 
worked, firstly because Gergiev 
has an innate command of large- 
scale structures, and secondly. 


thanks to the superb playing of the 
Rotterdam musicians with their 
splendidly deep string sound and 
big-boned brass: this is a first-rate 
orchestra in its own right. 

Unfortunately, the festival opera 
- a new production of Puccini’s 
Manon Lescaut - was another mat- 
ter. The second performance of the 
opera at the Schouwberg in Rotter- 
dam on Saturday sounded under- 
rehearsed. with the singers and 
orchestra often pulling apart Ger- 
giev also encouraged the orchestra 
to play Car too loudly in this medi- 
um-sized hall , leaving the singers 
to struggle - a high price to pay for 
the unbuttoned passion he brought 
to the music. 

This had a knock-on effect on 
Galina Gorchakova, who might 
have shown a much hoped-for 
return to form in the title role, if 
she had been given an easier time 
of it. As it was, she sounded tired 
at the beginning, and only attained 
a real ease of voice production in 
the last act Still, this Manon Les- 
caut had no problems with intona- 


tion and her powerful and beauti- 
ful soprano voice seemed to be 
under renewed controL 

It was nobody’s fault that the 
tenor was under the weather and 
the Lescaut. sung by Jean-Luc 
Chaignaud. was capable enough. 
But hardly anything that was 
going on among the small roles 
and the chorus passed muster. The 
touring production put together by 
the Nationale Reisopera was a bud- 
get affair, with all that means in 
terms of limited set designs; but a 
sense of theatrical imagination 
does not cost money. Jean-Louis 
Cabao&'s production was very 
short on that, as it was a basic 
grasp of how to get the singers to 
move on stage. 

Much of this production of 
Manon Lescaut was an embarrass- 
ment Gergiev and his fine orches- 
tra deserve better and some hard 
thinking needs to be done about 
the place of opera in this festival 
before next year. 


Hot date with 
a dream cast 


THEATRE 

SARAH HEMMiNG 


The Blue Room 

Donmar Warehouse, London WC2 


On stage Arthur Schni trier’s 
La Rande can prove a 
disappointment Like the 
sexual encounters it 
portrays, it promises much 
but delivers rather less. A 
daisy chain of affairs, with 
one partner from each union 
moving on to the next, it 
eventually feels repetitive, 
and since each one-night 
stand is tinged, with 
contempt, it rolls like a 
snowball into a major bout 
of post-coital regret Sour 
rather than steamy. 

At the Do tunar 
Warehouse, Sam Mendes has 
mounted a brilliant 
counterattack to the play's 
drawbacks- First his script 
is a new version by David 
Hare that is not just 
updated but upbeat Hare 
doesn't shy away from the 
emptiness of the concept 
but makes R a point: bis 
characters are on a sort of 
learning curve, which, 
though littered with painful 
mistakes, is worth pursuing. 

Second, and far more 
importantly for the world at 
large, he has cast two 
gorgeous creatures - Nicole 
Kidman and Iain Glen - to 
play all the parts, with 

Kidman h ringing all the 
heady aura of Hollywood 
stardom to the tiny stage. 
For a play about erotic 
charge this is a smart move 
- the mood of the first-night 
audience was a mass version 
of the giddy anticipation 
with which one approaches 
a hot date. 

Hare’s play replaces 
chambermaids and soldiers 
with an pairs and cabbies, 
but the shape is still the 
same: up and down the 
social ladder we go, with 
people lusting and fumbling 
and often wishing they 
hadn’t. 

Hare is very funny on the 
messy side of sex and 
clumsy side of seduction. 


catches this ambivalent tone 
perfectly: a bine iridescent 
room that Is suggestive of 
dreamy longing and desire, 
but also, whenever the 
couples make contact, 
buzzes in a manner 
uncomfortably reminiscent 
of an lnsect-o-cuier. 

Nicole Kidman has a 
delicate, lovely beaut}- that 
makes her instantly 
vulnerable on stage. As the 
female characters tend to be 
the more fragile - even 
when seducing - this is n 
strength. She doesn't seem 
completely at ease yet on 
the stage, or entirely 
comfortable with some of 
her characters - there's a 
certain sameness about 
them. But she can be 
unexpectedly funny and has 
enormous charm. 

Iain Glen meanwhile, 
turns in a cracker of a 
performance, both 
wonderfully charismatic and 
delightfully funny, as he 
slithers from one plausible 
liar to another. They are 
both very good at being 
gawky and awkward 
together. What they don't 
always suggest strongly 
enough is a palpable sense 
of mutnal desire. What they 
do achieve is to make the 
accumulation of their 
characters unexpectedly 
poignant 

For all the wit and insight 
of the script and the 
production, the play still 
cheats you in the end. But 
it’s very seductive while It 
lasts. 


Gergiev Festival sponsored by Philips 1 Seductive - and fun: Nicole Kidmen on the smafl stage Alas Lair Muir 
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Sep 29 


title role is sung by Jane Eagien; 
Sep 26 
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Arts 

Guide 


AMSTERDAM 


BOSTON 

EXHIBITION 
Museum of Fine Arts 

Td: 1-617-267 9300 
Monet in the 20th Century: more 
iheffi 60 works painted by the 
artist in the last decades of his 
life, beginning with paintings of 
the garden at Giverny and 
concluding with several of the 
vast watertily paintings that 
Monet catted Grandes 
Decorations; to Dec 27 


FRANKFURT 

OPERA 

Oper Frankfurt 
Tel: 49-69-21237 999 
www.frankfurt-business. de/oper 
La Perichote: by Offenbach. 
Conducted by Catherine 
Ruckwartft in a staging by Peter 
Eschberg, with designs by Peter 
Pabst; Sep 26 


London Co&seum 
Teh 44-171-632 8300 

• Otellcr by Verdi. New 
production by David Freeman, 
designed by Tom Phillips and 
conducted by Paul DanieVMark 
Shanahan. David Rendafl sings 
the title role; Sep 25 

• Rusalka: by Dvofek. 
Conducted by Richard Hickox in 
a revival of David Pountney’s 
production, directed by Lynn 
Binstocfc The title role is sung by 
Susan Patterson; Sep 24 


Sep 26 

• Halid Orchestra: conducted by 
Owain Arwel Hughes in works by 
Dvorak, Mussorgsky /Ravel and 
Sibelius; Sep 27 
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DANCE 

Het Muziektheater 
Tel: 31-20-551 6911 
Nedertands Dans Theater I; triple 
bill comprising Smfonietta by Jin 
Kylidn. Grass by Mats Ek, and 
Start to finish by Paul Lightfoot; 
Sep 25. 26 


EXHIBITION 

Rijksrmseum 

Tel: 31-20-673 2121 

Van Gogh tn the FUJksmuseum: 

during the period of I he Van 

Gogh Museum’s closure for 

renovation; to Mar 7 


BUDAPEST 

EXHIBITION 

Museum of Applied Arts 
Tel: 36-1-217 5222 
Zsdnay. Art Nouveau Ceramics. 
Display of 200 objects made 
between 1897 and 1918 at foe 
family-owned Zsdnay factory tn 
Pecs, includes goblets, vases 
and other objects; to Sep 27 


GLASGOW 

OPERA 

Theatre Royal 

Tel: 44-141-332 9000 

The Magic Bute: by Mozart. 

Scottish Opera production by 

Martin Duncan, conducted by 

Richard Fames; Sep 26, 29 


LOS ANGELES 


BIRMINGHAM 
CONCERTS 
Symphony HaB 
Tel: 44-121-212 3333 

• City of Birmingham Symphony 
Orchestra; conducted by Sakari 
Qrnmo in works by Sibebus. 
Dutifleux and Mahler; 

Sep 24 

• City of Birming ham Symphony 
Orchestra: conducted by Sakari 
Or.imo m works by Schubert, 
Mozart and Strauss, 


CHICAGO 

EXHIBITION 
Art Institute Of Chicago 
Tel: 1-312-443 3600 
www^rtic.edu 
Jufia Margaret Cameron's 
Women: 60 vintage pants of 
Victorian subjects: to Jan 3. then 
transferring to San Francisco 


LONDON 

CONCERTS 
Barbican HaB 
ret 44-171-638 8891 
London Symphony Orch estra: Sir 
CoNn Daws conducts works by 
Mozart and Bruckner in the 
opening concert of the autumn 
season. With piano solos: Rady 
Lupu; Sep 24 


OPERA 

1_ A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
vmw.laopera.org 

• Carmen: by Bizet Washington 
Opera production by 
Ann-Margret Pettersson, 
designed by Lennart Mork. The 
conductor is Bertrand de Billy 
and the title rote is sung by 
Jennifer Larmore; Sep 25 

• Werther by Massenet 
Conducted by Emmanuel Joel in 
a co-production with Theatre du 
Caprtote Toulouse staged by 
Nicolas Joel an d designed by 
Hubert Monkwp. The title role is 
sung by Ramdn Vargas; Sep 26 


MUNICH 

CONCERTS 
Phifoarmonie Gasteig 
Tel: 49-89-5481 8181 

• Kremerata Musica: conducted 
by Gfdon Kremer in Piazzolla's 
Maria de Buenos Aires; 

Sep 24 

• Symphonieorchester des 
Bayerischen Rundfunks: 
conducted by Yuri Ahronovitch in 
works by Weber. Mendelssohn 
and Mussorgsky. With piano 
soloists Anthony and Joseph 
Paratore; Sep 25. 26 


Sairrt-Sa&ns. New staging by 
Elijah Moshinsky, with sets and 
costumes by Richard Hudson. 
For foe season’s opening night 
performance, James Levine 
conducts and foe cast includes 
Placido Domingo and Olga 
Borodina; Sep 28 


Renge Renting and Rodney 
Giifry; Sep 26, 29 


New York City Opera, New 
York State Theater 

Tel: 1-212-870 5570 
www.nycxjpera.com 
II Barbiere di SivigHa: by Rossini. 
Directed by Albert Sherman and 
conducted by Guido 
Ajmone-Marsan. Cast includes 
Kristine Jepson, Daniel Mobbs 
and Matthew Polenzani; Sep 24 


TOKYO 

CONCERT 
Suntory Hall 
Tel: 81-3-3584 9999 

• Minnesota Orchestra: 
conducted by Eiji Oue in works 
by Bernstein and Beethoven; 
Sep 24 

• Minnesota Orchestra: 
conducted by Eiji Oue in works 
by Mozart and Mahler, 

Sep 25 

• Tokyo Symphony: conducted 
by Kazuyoshi Akiyama in works 
by Gershwin; Sep 26 


NEW YORK 

CONCERTS 

Avery Fisher Hall, Lincoln 
Center 

Tel: 1-212-875 5030 
wwwJincolncenter.org 
New York Philharmonic: Kurt 
Masur conducts Beethoven - 
The Complete Symphonic Cycle, 
programme 111 (Sep 24. 25); 
Programme IV (Sep 26, 28) 


PARIS 

DANCE 

Theatre des Champs Etysdes 
Tel: 33-1-49525050 

• Cuban National Ballet Giselle, 
in a staging by Alicia Alonso; 

Sep 24 

• Cuban National Ballet Swan 
Lake, in a staging by Alicia 
Alonso: Sep 25. 26. 27. 28. 29 


TV AND RADIO 
• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 


OPERA 

Lyric Opera of Chicago 
Tel: 1-312-3322244 
www.fyricopera.org 
La Gfoconda: by Ponchieffi. 
Conducted by Bruno Bartoleni in 
a staging by John Copley- the 


Royal Festival HaH 
Tel: 44-171-960 4242 
PhJharmonia Orchestra: 
conducted by Kurt Sanderfog in 
works by Brahms. Beetfeven 
and Shostakovich Wih pane 
sokxs! Andras Schrff: Sep 26 


OPERA 

EngSsh National Opera, 


MANCHESTER 

CONCERTS 
Bridgewater Hall 
Tel: 44-161-907 9000 
# BSC Philharmonic: conducted 
by Sir Charles Mackerras in a 
progr amm e of works by 
Beethoven. With soloists 
feduding bass Wttlard White; 


OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 

i'/vrw. metcpera.org 

• Aida: by Verdi. Ptetido 
Domingo conducts a production 
by Sonja FnseU, with a cast 
starring Mana Guieghina and 
Vladimir Bogachov: Sep 29 

• Samson et Daliia: by 


SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 
www.sA3pera.com 
A Streetcar Named Desire: world 
premiere of a new opera by 
Andto Previn, with a libretto by 
Philip Litteil based on Tennessee 
Williams* play. The staging is by 
Colin Graham, with designs by 
Michael Yeargan. Andre Prawn 
conducts and foe cast stars 


• CNN International 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
1&30: Business Asia 
19^0; World Business Today 
22iKh World Business Today 
Update 


• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20. 09:20; 
1020; 11:20: 11:32; 12:20; 13:20; 
1420. 


At 0&20 Tanya Beckett of FTTV 
reports five from LIFFE as foe 
London market opens. 
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COMMENT & ANALYSIS 



PERSONAL VIEW GERALD SEGAL 


The west shrugs off the rest 

With global security looking as volatile as world markets, Nato members are battening down the hatches 


I n Bn an dal markets, we 
are currently seeing a 
“flight to quality", with 
all its disturbing impli- 
cations for the world econ- 
omy. Something similar is 
going on in defence and for- 
eign policy. There, we are 
seeing a flight to “quality 
security". The global impli- 
cations are no less worrying. 

Rather as nervous inves- 
tors feel more comfortable In 
American and European 
markets, so the political 
instabilities in Asia, the Mid- 
dle East and Russia are 
beginning to clarify the 
importance of core political 
and security relations 
between the US and Europe. 
The result is a “fortress 
Atlantic” mentality, with 
important squabbles taking 
place within the castle walls. 

Perhaps the most obvious 
manifestation of this is that 
more attention is being paid 
to modernising the North 
Atlantic Treaty Organisa- 
tion. Iviss is being paid to 
the United Nations as a secu- 
rity instrument or to inter- 
national law as a way to 
manage conflict. 

There is also likely to be 
far greater focus on stem- 
ming arms proliferation. In 
the expectation that longer- 
range ballistic missiles such 
as those recently tested by 
North Korea will be avail- 
able to countries with weap- 
ons of mass destruction. 
Iraq. India and Pakistan 
demonstrate a stubborn 
desire to acquire a range of 
such weapons. 

There used to be far more 
confidence in America and 
Europe that the UN could 
play a useful role in coping 
with rogue states. But the 
the failure to force Iraq to 
comply with the UN’s 
inspection programme has 
naturally led to demands 
that the West should con- 
sider acting unilaterally. 

Similarly, Russia's travails 
have led the US and western 
Europe to concentrate more 
on NATO. With even the 
most positive outcome in 
Russia likely to produce a 
regime more hostile to the 
West, it is hard to think why 
NATO states should give 



LETTERS TO THE EDITOR 



V>C 1AL 


Independence of ECB likely fo be 
perverted if council voting is secret 


A US convoy heads for Bosnia: how much longer will Nato remain in such hotspots? 


AP 


Moscow a veto over interna- 
tional security. But neither 
do Russian events make a 
rapid wider expansion of 
NATO very likely. The focus 
instead will be on integrat- 
ing the important (“quality”) 
central European states - 
Poland, the Czech Republic. 
Hungary - and on building 
higher walls against the 
spreading chaos outside. The 
cries from those left on the 
other side will grow louder, 
but NATO states will 
increasingly understand that 
the risk posed by Russia is 
more from implosion than 
from external aggression. 

In this flight to quality 
and away from grandiose 
dreams about comprehen- 
sive security, Atlantic pow- 
ers will be ever more disin- 
clined to intervene militarily 
in the world’s hot spots. 
Africans will be left to battle 
their way to local solutions, 
as now seems to be occur- 
ring in the Democratic 
Republic of Congo. No one 
will intervene in Cambodia, 
let alone Burma. Malaysia or 
Indonesia can tear them- 


selves apart, those inside the 
Atlantic fortress will sit by. 
Neither will the West inter- 
vene to stop conflicts 
between states which are 
beyond its radar screen. 
Regional powers, such as 
Iran and Afghanistan's Tali- 
ban. will feel free to go to 
war. if India and Pakistan 
want to use their new 
nuclear weapons, it is possi- 
ble that no one will seek to 
stop them. Should ethnic 
Chinese in Indonesia or Mal- 
aysia find themselves in dire 
straits, who will stop China 
“demonstrating its concern 
for compatriots"? be 
Sometimes power vacu- 
ums will be filled by the pri- 
vatisation of security. In 
Africa and the former Yugo- 
slavia. we see already pri- 
vate security firms such as 
Sandline and Executive Out- 
comes providing the military 
punch that used to be the 
preserve of states. Russia's 
meltdown will put more sol- 
diers of fortune on the mar- 
ket. perhaps even with weap- 
ons of mass destruction. A 
bevy of non-governmental 


organisations trying to pro- 
vide humanitarian aid and 
political advice are already 
stepping into the breach. 
This flight to quality secu- 
rity will be diffi cult to sus- 
tain. Terrorism - that clas- 
sic instrument of the weak 
against the strong - will be 
an increasing threat. As 
NATO members come to 
appreciate that the “war 
against terrorism" is as 
meaningless as the “war 
against drugs’, and as 
long-range missile strikes 
are seen only to make the 
distant rubble bounce more 
vigorously, the Atlantic for- 
tress will seem less secure. 
Outliers such as Japan. Aus- 
tralia and Israel will feel par- 
ticularly vulnerable. 

Americans are spearhead- 
ing the argument that the 
fortress can be defended 
with high tech weaponry; 
the so-called "Revolution in 
Military Affairs", in which 
computers wioll be the vital 
instruments of modern war- 
fare. not men and machin- 
ery. Adherents argue that 
the modern version of gun- 


boat diplomacy may not pro- 
vide absolute security, but 
the world outside the for- 
tress can be kept at 
bay. Europeans, on the other 
hand, tend to see matters in 
terms of a "Revolution in 
Strategic Affairs", in which 
the poor and weak will use 
terror, weapons of mass 
destruction and information 
warfare to breach the 
defences of the rich and pow- 
erful. Using smart weapons 
at a distance will only 
encourage opponents to 
believe the West is morally 
weak and unprepared for a 
real struggle. Those who 
post Taleban.com on the 
Internet are also capable of 
crashing California's bank- 
ing system through hard-to- 
trace information warfare. 
As the West takes on the 
rest, the flight to quality 
security may prove as 
bumpy as the flight 
to economic quality 
currently is for world 
stockmarkets. 

The author is director of 
Studies at the International 
Institute for Strategic Studies 


From Professor Willem 
H. Suiter. 

Sir. To survive, the Euro- 
pean Central Bank will have 
to gain legitimacy. Legiti- 
macy in a democratic society 
requires accountability. The 
can be no accountability 
without openness. In the 
context of the ECB, one key 
dimension of openness is the 
speedy publication of the 
voting records of the individ- 
ual members of its CoimcD. 

In his Personal View. 
“Open for business" (Sep- 
tember 22). Dr Otmar Issing. 
a member of the ECB's exec- 
utive board, asserts that the 
Maastricht treaty specifies 
that the ECB's Governing 
Council may decide to make 
public the outcome of its 
deliberations, but not the 
voting behaviour of its mem- 
bers. In the Protocols 
annexed to the Maastricht 
Treaty it is stated (10.4): 
“The proceedings of the 
meetings shall be confiden- 
tial. The Governing Council 
may decide to make the out- 
come of its deliberations 
public." 

This is perfectly consistent 
with publication of the indi- 
vidual voting records, pro- 
vided the individual votes 
are defined to be part of the 
outcome of the deliberations, 
rather than as part of the 
proceedings. The legal fig- 
leaf for non-publication of 
the individual votes does not 
appear to be attached 
securely. Dr Lssing also 
states: “The real issue is 
whether making the votes 
known to the public effec- 
tively contributes to 
accountability.” I agree. 

He goes on to say: “Mak- 
ing individual members’ vot- 


ing behaviour public would 
encourage undesirable scru- 
tiny of members' voting pat- 
terns. This, in turn, would 
encourage external pres- 
sures on tbe Council mem- 
bers arising from local inter- 
ests. independence, granted 
by the Treaty, would be at 
risk." 

1 consider this argument, 
which has been made also by 
Wim Duisenberg. ECB presi- 
dent, to get it exactly back- 
wards. National political 
authorities and other inter- 
ested parties will undoubt- 
edly try to put pressure on 
“their” nationals serving on 
the ECB Board as well as on 
“their” national central bank 
governors. This is against 
the spirit and letter of the 
Treaty, but it will surely 
happen. The question is bow 
the ECB Board members and 
national governors can be 
most effectively shielded 
from such pressures. 

Whatever the formal confi- 
dentiality of the ECB Coun- 
cil meetings and votes, the 
national heads of govern- 
ment will know exactly who 
voted in favour of what, 
within five minutes of a vote 
being taken. Six Executive 
Board members, eleven 
national governors, count- 
less staff and possibly a 
member of the Commission 
and the President of the 
Council, will be present at 
the ECB Council meetings. 
Leaks, and even open 
breaches of confidentiality 
arrangements will be the 
rule rather than the excep- 
tion. Extensive selective 
leaking and competitive 
briefing of the media by indi- 
vidual Council members, 
behaviour characteristic of 


some influential continental 
European central banks in 
the past, are pom- substitutes 
for proper accountability. 

The information required 
to bring effective pressure to 
bear will be available, de 
facto, to the national politi- 
cal insiders. That informa- 
tion will not however, be for- 
mally available to the bodies 
charged with supervising the 
ECB (the European Parlia- 
ment in the case of the ECB 
Board, and the national par- 
liaments in the case of (he 
national central bank gover- 
nors of the Euro area). Coun- 
cil members will be able to 
hide behind the cloak of con- 
fidentiality. and to avoid 
having to justify or defend 
their yielding to local politi- 
cal pressures. The exercise 
of undne influence is not 
deterred by secrecy and con- 
fidentiality, but only by 
openness. Smoke-filled 
rooms and confidentiality 
are more likely to allow the 
ECB mandate and indepen- 
dence to be perverted by 
national political pressures 
than openness and the occa- 
sional short-term embarrass- 
ment tbat this entails. 

There can be no effective 
accountability if the individ- 
ual votes are not in the 
public domain. 
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Willem H. Baiter, 
professor of international 
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University of Cambridge, 
and Member. Monetary 
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Wrong label for something at this price 

our money back, please? 


From Mr L G Weaver. 

Sir. Many label the S tan- 
report “pornography”. This 
is unfair. Anything that 
costs over S40m. and is so 
skilfully released in print 


and video versions, should 
be marketed as upscale 
“erotica”. Taxpayers with 
scant interest in either form 
have a simple question for 
Kenneth Starr May we have 


G. Weaver, 

2708 Welsford Rd„ 
Upper Arlington. 
OH 43221, US 
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Number One Southwark Bridge, London SE1 9HL 

Fax 0171 873 5938. Letters transmitted should t* dearly typed and not hand written. 
Please set fax for finest rascAj&on. lettere.edtordft.com 
Published tetters are also avalabie on the FT web site. httpyAvwwJT.com 
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Hellenic Telecommunications Organisation S.A. (OTE SA.) 

ANNOUNCEMENT 
DISTRIBUTION OF FREE SHARES 


OTE S.A. hereby announces the following: 

A. On Friday, 25* September 1998, Hellenic Telecommunications Organisation S.A. 
(Ote S.A.) will commence the distribution of the new free shares to shareholders which 
was decided by the OTE general Shareholders’ Assembly on 1 7"' June 1 998. These free 
shares were the result of a share capital increase, due to capitalization of assets, 
following the revaluation of land and buildings. One (1) free share will be granted for 
every nine (9) shares owned by shareholders of record as of 1 7* June 1998. 

The share certificates may be collected from any branch of the National Bank of 
Greece during the period 25* September 1998 - 25* February 1999. 

The new shares may be freely negotiated at the Athens Stock Exchange starting on 
their distribution commencement date of 25* September 1 998. Shareholders or their 
duly authorised representatives may collect their share certificates upon presentation 
of their identity card and ‘proof of ownership’. 

After the 26* March 1999. share certificates may be collected from the OTE 
Shareholder Relations Office - 15 Studiou Str. ( l 4 floor 1 . Athens. Greece. 


B. Throughout the new shares issuance procedure, there has resulted a Proportional 
Remainder for each shareholder, for which no share could be issued. Following a 
Board Resolution. OTE S.A. issued a share on behalf of ‘OTE S.A. - Proportional 
Rights’, including all Proportional rights of its shareholders. 

OTE will proceed to the sale of such share at the Stock Exchange and pay over to its 
shareholders the respective amounts that each shareholder is entitled to. according to 
their Proportional Rights. The amount corresponding to the Proportional Rights may 
be collected by each Shareholder at any branch of National Bank of Greece, upon 
presentation of the Shareholders’ (or his/hers duly authorised appointed 
representative) identity card and ‘proof of ownership*. 

Payment of Proportional Rights will commence immediately upon sale of the share. 
The date of sale will be announced in the daily press. 

It is noted tbat tbe ‘proof of ownership* to be presented by the shareholders on 
collection of their depository documents, will also be used for the collection of 
Proportional rights. 


For further information or clarifications, the shareholders may contact 
the OTE Shareholder Relations Office (15 Stadiou Str.- 1 J floor), 
at tel. (301) 3243678 - 3243523 - 3243638 - 3243549 - 3243520. 


Athens, 18* September 1998 


Stormont’s first steps 


In a province whose political identity has been monopolised by Unionism, the 
devolirtionary stakes are at their highest 


DM 
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N orthern Ireland is 
where the United 
Kingdom has 
been most cele- 
brated 3nd most reviled, 
most tightly grasped and 
least valued. 

That remains true; April's 
Good Friday Agreement did 
not wash away the deep dif- 
ferences - indeed, it in some 
ways confirmed them. But it 
also set in train a unique 
experiment of national co- 
habitation which, if pulled 
off. could strengthen the 
Union. 

It would do so not only 
because Northern Ireland 
will remain part of the UK. 
but because it would reveal 
tbe Union’s ability to pro- 
vide enough civic glue to 
stick together two communi- 
ties - unionists and nation- 
alists - who are divided on 
religious and political lines 
more deeply than any others 
in western Europe. 

The reverse is also true: if 
tbe agreement does not pro- 
duce peace, or if it dribbles 
away into a long stalemate 
punctuated by violence, the 
case for keeping tbe United 
Kingdom will weaken. 




John Lloyd 
on the UK 


The Ulster Assembly that 
the agreement ushers in is 
intricately cast to give no 
one party, or community, an 
untrammelled majority. Any 
important decision must 
gain substantial support 
from both sides: while tbe 
first minister comes from 
the larger of these, the dep- 
uty first minister comes 
from the smaller; and all 
parties with sufficient repre- 
sentation merit one or more 
places in the cabinet 

Further, while the Assem- 
bly - like its Scots and 
Welsh equivalents - is sub- 
ordinate to the Westminster 
parliament, it is obliged to 
develop cross-border bodies 
with tbe Irish government It 
is also placed in a network of 
relationships with the Lon- 
don and Dublin governments; 
and with the Edinburgh and 
Cardiff assemblies through a 
new Council of tbe Isles. 

Ulster's Assembly is as 
unlike Westminster as it is 
possible to be. Where West- 
minster has had no coalition 


government since the war, 
the Assembly can have no 
other: where Westminster’s 
first-past-the-post system 
usually places parties with a 
minority of votes in a posi- 
tion of absolute power, the 
proportional system coupled 
with cross-community 
requirements means that 
effective politics will be as 
much about finding a -con- 
sensus as governing.Tbese 
requirements for coalition 
building have been placed on 
political classes with a poor 
record of co-operation within 
their own communities and 
none of co-operation 
between them. 

Impossible? It would have 
seemed so. Yet, since April 
two incidents, both appall- 
ing. have paradoxically 
given hope by mar ginalising 

those who oppose tbe peace 
agreement by violence. The 
burning alive of three boys 
belonging to a mixed Catho- 
lic-Pro testant family, 
assu med to be tbe work of 
loyalist extremists, paved 
the way for the reassertion 
of influence by moderate 
members of the unionist 
Orange Order, while last 
month’s Omagh bombing 
turned the Real IRA. a splin- 
ter group of the republican 
IRA, into a pariah organisa- 
tion even in nationalist 
areas. 

Thus murder pointed the 
way to reconciliation, and in 
further discrediting extrem- 
ism, strengthened the power 
of a civil society to demand 
an end to violence. 

But it has not ensured it. 
For that, two steps must still 


be taken. First, the union- 
ists. many of whom support 
parties which reject the 
agreement must have their 
fears addressed. Second, and 
more importantly, tbe main- 
stream republican move- 
ment - Sinn FfeinflRA - 
must finally give up the 
armed struggle. 

The burden on the prov- 
ince's political leadership is 
immense - with much 
higher stakes than in Scot- 
land, Wales or England. 
Scotland feels it can claim 
devolution as of right as a 
separate nation. Wales, 
despite a more ambiguous 
sense of nationality, is still 
Itkely to develop a strong 
identity of its own. England 
has yet to grapple with what 
kind of nation it really is. 
but can meanwhile use the 
process of devolution to 
revive its regions and pro- 
vincial cities. But In North- 
ern Ireland, devolution has 
the potential to be a disrup- 
tive and difficult affair. The 
province's political identity 
was monopolised by union- 
ism. Nationalism must now 
find Its place within it. 

Tbe task of creating this 
new and unfamiliar space 
fells primarily on the shoul- 
ders of David Trimble, leader 
of the Ulster Unionist Party 
and now first minister of the 
fledgling assembly. 

Mr Trimble at first glance 
seems an unlikely figure to 
reconcile warring traditions. 
Fiercely opposed to national- 
ism as a young man, he 
became Unionist leader as 
the hard-line choice. An 
enduring image is of him 


Unking arms with tbe Rever- 
end Ian Paisley and dancing 
a jig at the end of an Orange 
March forced through a 
Catholic area in 1995. 

But he has changed, fun- 
damentally. Interviewed 
recently in a temporary 
office in Stormont, the 
Assembly's palatial home, he 
looked ahead to a time when 
he could be prime minister 
of nationalists as well as 
unionists. "It is possible, if 
we get peace and if we can 
share common goals. I t hink 
we can unite against the 
retention of weapons, and 
against paramilitarism.” 

In his first deputy minis- 
ter. Seamus Mall on. deputy 
leader of the nationalist 
Social Democratic and 
Labour Party. Mr Trimble 
has a man with whom he 
had already established a 
bond of trust; that odd cou- 
ple must endure and grow as 
a symbol of the possibilities 
of co-operation. 

For Mr Trimble, the great 
issue is the IRA’s full accep- 
tance of the implications of 
the Good Friday agreement 
He had been scheduled to 
construct a cabinet in which 
Smn F6m would have two 
seats; he says he cannot do 
it while Gerry Adams, Sinn 
Fdin president, remains 
ambiguous on peace and the 
IRA has not begun decom- 
missioning its weapons 
"Even the Irish National 
Liberation Army [a particu- 
larly violent republican 
splinter group] has now said 
it has declared an end to the 
war. But Gerry Adams 
hasn't said this. He has con- 
demned the bomb at Omagh 
and 1 have recognised that. 
But he has not said the war 
is over. And we need to have 
that from them before we 
move on,” he said. 

For Mr ■ Adams, two 
approaches are available. 
Either he further destabil- 
ises a Union to whose 
destruction he has dedicated 
his life, or he fully embraces 
democratic norms, recognis- 
ing that Irish people, of both 
Irish and British citizenship, 
have endorsed the agree- 
ment in the hope that Irish 
unity might come through 
time and in peace. 

It is a choice on which not 
just the union of Northern 
Ireland with the rest of tbe 
UK depends, but one which 
will vitally influence the 
future of the Union itself. 
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Pouring oil on 
troubled prices 


Big oil is in a sweat Does this 
matter? 

With a few caveats, the low 
prices which are causing such 
anxiety and upheavals in the 
industry should be good for the 
rest of the world, helping to loch 
in low inflation and to keep the 
global economy ticking over dur- 
ing a period of financial turmoil. 

But the decision of the leading 
international oil companies to 
hold a summit to discuss their 
troubles raises a few anxieties 
beyond those in the industry's 
parish. Most obviously, what do 
the oilmen really think they are 
up to? 

The incentives for the major 
companies to reach understand- 
ings which might raise prices 
and improve profits are huge. 
Anything which savoured of a 
cartel would quickly be sniffed 
out by the antitrust authorities. 
But the industry does have a 
long history of informal coopera- 
tion - often by no more than a 
quiver of corporate body lan- 
guage. The authorities must 
beware. 

In one respect, though, the out- 
come might be benign. As Shell's 
recent decision to dose several 
country headquarters and BP's 
spectacular takeover of Amoco 
have shown, there is still an 
urgent need for cost cutting In 
the industry. This will probably 
lead to more mergers. It will also 
increase the pressure for techni- 
cal innovation, helped perhaps by 
legitimate co-operation. 

The primary purpose of cost 


cutting is to improve profitabil- 
ity. But consumers may also ben- 
efit - provided that competition 
Is not eroded. And for the time 
being at least, there are plenty of 
competitors, including the 
recently privatised or part-priva- 
tised European companies includ- 
ing Elf, Total and EnL 

In the longer term it might be 
argued that low oil prices create 
a danger. After all. crude now 
costs about the same in real 
terms as it did for most of the 
period from the second world war 
to 1974. Low prices then stimu- 
lated demand until a looming 
shortage and the Opec cartel 
raised the price sixfold in six 
years. 

Could it bappen again? Per 
haps. But most people do not 
expect a supply shortage to 
emerge before 2010. And the pres- 
ent slowing of world growth 
might extend that horizon. Gov- 
ernments can help to postpone 
the crunch by using taxes to 
raise consumer prices and so 
restrain demand. That is desir- 
able anyway to help reduce the 
danger of global warming. 

All this will not help oil compa- 
nies of course, but for the world 
it makes economic sense to use 
up low cost supplies, particularly 
in the Gulf, before investing 
heavily in remote or hostile 
regions. Prices will have to rise 
to reflect the longer term costs, 
but barring an unexpected cata- 
clysm this may be gradual. 
Tough for big oil: good for every- 
one else. 


Fiscal faultlines 


With the Maastricht hurdles now 
safely jumped, governments 
throughout Europe are taking a 
breathing space from the painful 
process of fiscal tightening. Polit- 
ical pressures to ease are particu- 
larly acute in Italy, where the 
presentation of the budget tomor- 
row is bound to cause fireworks. 

Italy's prime minister, Romano' 
Prodi. this year has his eyes 
firmly fixed on boosting Italy’s 
sluggish growth rate. He will put 
forward a budget which contains 
the smallest fiscal squeeze for 
many years, including a number 
of tax breaks and a partial refund 
of the temporary Eurotax. 

Even this fairly soft budget, 
though, could be blocked by the 
Reconstructed Communists. A 
possible split within the RC party 
could complicate negotiations, 
implying a clifihanger vote. 

That fiscal reform is temporar- 
ily on a back burner is not sur- 
prising. Italy has just been 
through an exceptional period of 
fiscal consolidation. This year the 
government is expected to run a 
primary surplus of 5.5 per cent of 
gross domestic product, which 
will turn to deficit only because 
of interest payments amounting 
to 8 per cent of GDP. 

Admirable though its efforts 
have been so far, though, Italy 
still needs to go further. The pen- 
sion system remains the most 
pressing issue. Despite recent 
reforms, the burden of pension 
spending, at 14 per cent of GDP. 


is still nearly double the EU aver- 
age, putting a huge strain on the 
public finances. Quite apart from 
the immediate pressures, Italy 
needs to make deeper reforms to 
cope with increased competition 
within Emu. Otherwise its high 
tax burden, poor public adminis- 
tration and heavy labour market 
regulation "will leave- it hard 
pressed indeed. 

The Italian situation is not 
unique. Pressures to relax fiscal 
policy are being felt throughout 
Europe. Although budget deficits 
in most of the major euro-zone 
countries are set to fall next year, 
this is only to be expected when 
output growth is above trend. In 
fact, estimates by JP Morgan sug- 
gest that fiscal policy in eight out 
of the eleven countries will ease 
slightly in 1999. 

If this is just a reaction to the 
efforts of the past few years 
there is little to worry about. But 
without the incentive of meeting 
the Maastricht criteria, there is a 
real danger that fiscal reform in 
Europe could stall. 

Without further action, an eco- 
nomic slowdown could cause the 
fiscal deficits of the big three 
eurozone economies, now around 
2.5 per cent of GDP, to bump up 
against the Stability and Growth 
Pact limit of 3 per cent. This 
would leave them no room for 
further budgetary easing even if 
it were needed - and. conceiv- 
ably, provide the first real test of 
the Emu project 


Managers v shareholders (again) 

Shareholder power grew everywhere during the great bull run of the past 16 years. The question 
is, says Tony Jackson, can it survive if there is a bear market? 


T 


hese are bad timpc for 
investor capitalism. 
Some of its cherished 
tenets are under attack: 
for instance, that footloose capi- 
tal should be free to flow in and 
out of developing countries. 

A similarly basic tenet says the 
best way to run a company is to 
maximise its value to share bold- 






Iran and Rushdie 


A flurry of excitement has 
greeted remarks by Mohammad 
Khatami, Iran's reformist presi- 
dent, saying he regards the Sal- 
man Rushdie affair as over. 
Today in New York, in the mar- 
gins of the UN general assembly. 
Robin Cook, the British foreign 
secretary, will be meeting Kamal 
Kharrazi, his Iranian counter- 
part, to find out whether these 
comments amount to a shift in 
Tehran ’s position. Almost cer- 
tainly they do not. 

Mr Rushdie was sentenced to 
death in a religious edict issued 
in 1989 by Ayatollah Ruhollah 
Khomcnel. Iran's late Supreme 
Leader, who held his novel TO? 
Satanic Verses to be blasphemous 
against Islam. One of the parasta- 
tal foundations set up by the 1979 
Islamic revolution offered a $2m 
reward and exhorted Moslems 
wordwidc to kill the Indian-born 
writer. 

Mr Khatami's government, and 
Its predecessor under Hashcmi 
Kofsanjanj, have repeatedly said 
they hat's no authority to revoke 
the fanca, but pledged that Iran 
will not despatch assassins to 
carry it out Before leaving the 
UN on Tuesday. Mr Khatami said 
Iran and the west should put the 
dispute behind them, saying’ it 
was "completely finished". 

Although the bounty on Mr 
Rushdie was increased only lest 
year to $2.5m, and he remains in 
semi-hiding under close guard, 
there is now speculation that the 



Iranian president's statement 
presages cancellation of tbe 
blood-money. But this also looks 
improbable in the short term. 

The foundation in question, 
like all the bonyads created from 
the assets of the deposed Shah 
and his circle, is answerable only 
to Ayatollah Ali Khamenei, Kho- 
menei’s successor as Supreme 
Leader. He is the figure around 
whom hardliners crushed by Mr 
Khatami's election landslide last 
year have tried to regroup to 
oppose reform. 

Mr Khatami has so far retained 
the initiative, but only by hasten- 
ing slowly. His priorities have 
been to rebuild or cement ties 
with Iran's volatile neighbours in 
Central Asia and tbe Gulf, prior 
to a broader opening to the west, 
and to build a more pluralist civil 
society under tbe rule of law. His 
followers think a head-on 
approach to something as lotemic 
to the theocrais as the Rushdie 
affair would bo tactically disas- 
trous - especially now. when the 
danger of a border war with the 
Taliban in Afghanistan offers the 
conservatives a chance to regain 
influence. Instead, they are try- 
ing to bring tbe bonyads and 
other conservative power centres 
under government control 
The UK is of course right to 
press for an end to Mr Rushdie's 
Intolerable situation. Bui given 
tbe delicate balance of power in 1 
Iran, it is unlikely to get a cut ■ 
and dried resolution now. 


\ 


ers. The traditional managerial 
aims of empire building is out of 
fashion. All that matters is a ris- 
ing share price, whatever the 
cost to the corporate structure or 
the workforce. 

Politically, tbe creed of "share- 
holder value" has always had its 
critics who claim it neglects the 
wider interests of staskholders. 
So far, managers have shrugged 
that off. But suppose tbe markets 
continued to slide. Could tbe 
creed survive? 

This is not a trivial question. 
At least some of Wall Street's 
extraordinary rise over the past 
16 years has been due to the 
growing assumption among US 
managers that their first duty is 
to please the stock market 
TO a lesser extent the same 
has been true in the UK. And the 
sharp rise in continental Euro- 
pean equities - before the recent 
slump, anyway - owed much to 
hopes that the gospel of share- 
holder value was being embraced 
by managers raised in the very 
different corporate traditions of 
France or Germany. 

To advocates of shareholder 
value, it seems unthinkable that 
this trend should reverse merely 
because share prices fall. The 
whole basis of value creation, 
they say, is for companies to earn 
more than their cost of capital 
In a recession or slump, this 
becomes even more essential. 
Those companies which create 
value will have a competitive 
edge. Those which destroy it will 
be brutally exposed. 

Shareholder value is just a 
label, says David Thompson, 
joint managing director of the 
UK retailer Boats. "It’s all about 
putting resources in places where 
they will do most good. I don't 
know what on earth you would 
put in its place which would do 
the job better." 

But this is not quite the whole 
story. In the first place, the idea 
that companies must recover 
their cost of capital is not a new' 
invention. The eminent British 
economist Alfred Marshall stated 
it clearly a century ago. But it 
was not systematically applied to 
management until the 1980s. And 
as a fashion it could fade. 

Second, it has become common- 
place in recent years to assert 
that managers and shareholders 
have identical interests. But this 
is relatively new. Historically, 
the two groups have more often 
been seen as in opposition. In cer- 
tain companies and cultures, 
some would say they still are. 

The earlier belief had its ori- 
gins in work published by two US 
academics, Adolf Berle and Gar- 
diner Means, in 1932. Around half 
of big US companies, they calcu- 
lated, already had their shares so 
widely held that the only people 
in effective control were the man- 
agers. By the late 1970s, later 
studies suggested, that figure 
was nearer 85 per cent. 

From this arose what econo- 
mists call agency theory: the 
proposition that managers will 
seek to maximise their own 
power and remuneration by 
pushing up tbe company's sales, 
headcount and market share. 
Value creation and the share 
price come a long way behind. 

In fact, this is not a bad 



description of how many big com- 
panies. even American ones, used 
to behave. Some of the most 
bruising corporate battles of the 
1980s, on both sides of the Atlan- 
tic. came as shareholders - or 
their proxies, corporate raiders - 
sought to stop managers running 
companies as private fiefs. 

What made the change possi- 
ble? First, shareholder power is 
no longer being dispersed, but 
concentrated. By 1990. the pro- 
portion of US equities held by 
financial institutions - as 
opposed to tbe general public - 
rose above 50 per cent 

In addition (though this is 
harder to measure) it appears 
that the merger of financial insti- 
tutions has put voting power into 
fewer hands. Across the whole 
economy, managerial power is 
now dispersed by comparison. To 
that extent the shareholder revo- 
lution seems here to stay. 

The most powerful force for 
change, however, has been the 
behaviour of the markets them- 
selves. Since 1982. the US econ- 
omy has grown Z5 times in nomi- 
nal terms. The US equity market 
has risen by a factor of nine. 

In itself, this does not mean the 


market is overvalued. After all, it 
was deeply depressed in 1982. But 
in tbe long nth. logic dictates 
that share prices - and the corpo- 
rate earnings which underpin 
them - cannot rise faster than the 
economy as a whole. 

In that sense, the period since 
1982 has been a sustained abnor- 
mality. One would expect abnor- 
mal developments in corporate 
behaviour as a result. 

At its root, value-based man- 
agement requires executives to 
make a difficult and indeed 
counter-intuitive assumption: 
that the market understands 
their business better than they 
do. In a long bull market, this 
becomes progress ively easier to 
accept After all, each rise in the 
share price constitutes a pat on 
tbe back. But what would happen 
to managers' attitudes in a long 
bear market? 

If nothing else, consider what 
would happen to their remunera- 
tion. In the past 16 years execu- 
tives have Increasingly paid 
themselves in stock rather than 
cash. Given that stock prices 
were rising much faster than the 
real economy, this made perfect 
sense. It also provided a direct 


link between their interests and 
those of the shareholders. 

But what happens if share 
prices persistently fall? How long 
will executives submit to being 
paid in a depreciating currency? 
And if the share price keeps 
implicitly criticising their perfor- 
mance. how long will they 
remain patient with the market's 
claim to a superior understand- 
ing of their business? 

Sbould they rebel, there could 
be far-reaching implications. 
Over the bull market years, cor- 
porate chiefs have come in for a 
good deal of criticism: for mass 
lay-offs and social disruption, and 
for their unwillingness to put 
other stakeholders on an equal 
footing with investors. 

Throughout, they have been 
fortified by their belief in share- 
holder value, and by its practical 
effect on their personal wealth. 
Take that away, and why should 
they face the political flak? Why 
not be more accomodating to 
other claims on the business? 

Any such development would, 
of course, be bad news for the 
equity markets. On the way up, 
shareholder value was self-rein- 
forcing: investor-friendly behav- 



OBSERVER 


Adler heads 
for the exit 

The surprise takeover bid by H1H 
Insurance for FA1 Insurances 
signalled the end of another 
Australian business dynasty. 

The company has had its share 
of ups and downs since its 
foundation by the late Larry Adler 
in 1960. Lately, his son Rodney 
has steadied the company’s 
fortunes, enabling a graceful exit. 

Larry Adler buffi FAJ into one of 
Australia's top 50 companies 
through shrewd wheeling and 
dealing, but it took a huge 
tumble in the 1987 stock market 
crash - at the time, the eider 
Adler boasted he had made a 
"fair bit of money" out of the 
mess. But recession, natural 
disasters and massive 
writedowns of property assets 
acquired from tailed entrepreneur 
Alan Bond's group of companies 
forced the com pan y into the red 
in the early 1990s. 

There was sane recovery 
under the younger Adler, but 
things haven't gone too wen 
recently and the H1H offer 
undoubtedly provided an 
attractive way to go. 

Just 24 hours before 
yesterday's takeover, FA! shares 
jumped nearly 12 per cent on 
heavy bating amid takeover 
rumours. AtSer said he ccu.’d 
think of no posable reason for 
the sudden rise, except that the ; 
market might have reaped F AJ 
was undervalued. At leas: he 


maintained, to the very end, the 
family reputation for playing its 
cards dose to its chest. 

Brotherly love 

The Irving family of New 
Brunswick is one of Canada’s 
wealthiest and least loved. The 
late K.C. Irving built a forestry, oil 
and newspaper empire in the 
Atlantic provinces and moved his 
legal residence to Bermuda to 
avoid paying Canadian taxes. He 
made sure that his heirs became 
non-residents too. 

But even the Irvings aren't 
keen to be seen driving a group 
of monks out of the country. 

The monks, part of the 
Catholic Carmelite order, set up 

an isolated monastery in the 
forests of Nova Scotia 26 years 
ago. But their prayers and silent 
contemplation were shattered 
when the J.D. Irving company 
began cutting down trees near 
the monastery last year. 

The monks pleaded with the 
forestry arm of the family empire 
to keep at least 3.2 km from the 
monastery, almost out of earshot. 
The livings, who aren't known for 
their love cf compromise, tried to 
make a deal with the Carmelites, 
but held out for a 1.6 km silent 
rone. 

The monks have thrown in their 
habits, and are off to 
monasteries m Ireland and 
Colorado: they say ihey'if stay 
St ere far at least a year. 

But they aren’t going quietly, 
and even ca?«l a press 


conference to declare: “Trie 
natural beauty is spoiled, the 
silence is spoiled, ugliness 
surrounds us.” Doesn't sound 
like there’s much room for 
lumberjacks in their prayers. 

Dan departs 

Poor old Daniel Daianu was 
never enough of a politician to 
be a minister, and yesterday paid 
the penalty - sacked as 
Romanian finance minister after 
(ess than a year in the job. 

The suave, Harvard-trained 
economist's lack of political nous 
showed in his bluntness. This 
year he flatly refused to sign a 
deal giving government 
guarantees on a controversial 
S1.5bn helicopter deal, even 
though the rest of the cabinet 
had already approved it 

A better politician would have 
made some effort to build 
bridges with the old guard in 
Bucharest's labrynthine finance 
ministry. Instead, Daianu and his 
team of bright young things 
appeared too aloof and 
intellectual, with little appetite for 
the messy side of the job, like 
getting the taxes collected. 

But Romania may yet find a 
use for the man who has long 
been the acceptable face of 
Romania abroad, schmoozing at 
every global gables! from Davos 
to Detroit - he speaks seven 
languages and looks every inch 
the Western investment banker. 

The las: time he worked at the 
finance ministry, he moved on to 


the central bank. With the central 
bank governor’s chair about to 
fail vacant, it's a move that might 
be repeated. 

Hard for Kjell 

Norway’s prime minister Kjeil 
Magne Bondevik is back at work 
today after a bout of depression 
triggered by overwork. As if 
trying to keep a weak minority 
coalition government together 
wasn't taxing enough, he's 
returning after a bit of a 
diplomatic spat with the Italians. 

Apparently junior finance 
minister Ame Sinnes - a member 
of Bortdevik’s Christian 
Democrats - wrote an article, 
posted on the internet, about 
Norway’s fragile political 

situation, comparing It with 
Italy's. 

This didn't go down well with 
Mario Quagliotti, Rome’s man in 
Oslo, who demanded an 
explanation. Quagliotti might 
have pointed out that premier 
Romano Prodi’s coalition 
controls a majority in parliament, 
while Bondevik commands 42 
out of 165 seats - and that 
Bondevik has some time to go if 
he’s to last as long as Prodr. He 
might even have observed that 
Italian interest rates are lower 
than Norway's. 

But with Prodi facing yet 
another crisis in relations with the 
hard-left Reconstructed 
Communist allies next month, 
Bondevik's not the only coalition 
leader in danger of overwork. 



iour by companies pushed up 
share prices, and thus encour- 
aged more of the same. This 
would apply equally in reverse. 

There is one sense, however, in 
which value- based management 
could itself prove damaging to 
the wider economy in a down- 
turn. The basic premise, it will he 
recalled, is that companies 
should recover the cost of their 
capital, as adjusted Tor risk. 

In the past couple of months, 
the cost or capital has risen 
sharply. This is most obviously 
true in the equity market, where 
falling prices reflect the higher 
premium investors require for 
heightened risk. But it is also 
true of the corporate bond mar- 
ket. where yields, except for the 
most blue-chip companies, have 
risen sharply as welL 

For the value-based manager, 
that means only one thing: that 
the return on investment must 
rise correspondingly. In an eco- 
nomic downturn, that would 
worsen the contractionary effect: 
for there would be ever fewer 
projects to satisfy ever more 
demanding criteria. 

In sutu, the effects on corporate 
behaviour of a prolonged bear 
market - should such a thing 
occur - would not be straightfor- 
ward. There would be no simple 
return to the old bad habits of 
the 1970s. Tbo much has changed, 
and beliefs bred into a generation 
of younger managers would be 
slow to change. 

On the other hand, consider 
the chart. This compares the 
market value of US equities with 
US GDP, and thus measures the 
power of portfolio investors in 
relation to the economy as a 
whole. 

In 1982, equities were worth 25 
per cent of GDP. This year, they 
were worth 115 per cent or GDP - 
a level without historic prece- 
dent. 

Looking forward, the implica- 
tion for tbe balance of power 
seems clear. The rise of investor 
capitalism has been one of tbe 
most extraordinary phenomena 
of recent years. It cannot go on 
for ever. 


100 years ago 

Occult Book Company 
A pamphlet has been sent to 
us by the Occult Book 
Company of Halifax, showing 
how coming events may 
confidently be anticipated by 
means of astrology. From this 
we find that several interesting 
circumstances will attend the 
equinox. Mars will be in the 
12th House in the Sign of the 
Crab, which sounds as if Mars 
were out on a whisky walk. 

But the great point is that from 
these and various other 
peculiar symptoms Mr G. Wild, 
of the Occult Book Company, 
is able to inform us that "these 
positions are good for railway 
returns, Post Office reforms 
and speculative business." 

50 years ago 

Hat Makers Worried 
In an attempt to persuade 
more men to wear hats, the 
British Felt Hat Manufacturers' 
Federation has adopted a plan 
to set up a hatters' information 
centre. This will inaugurate 
and conduct a publicity 
campaign and public relations 
service. The felt hatting 
industry centred largely in 
Cheshire and Lancashire is 
experiencing short-time 
working and unemployment 
because of insufficient 
demand at home 2 nd import 
restrictions by some countries. 
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THE LEX COLUMN 


Capital punishment 


Should Long-Term Capital Management, 
the troubled hedge fund run by former 
Salomon Brothers trader John Meri- 
wether, be bailed out? 

The abort answer Is no. Investors In 
hedge funds are hardly widows and 
orphans. They know the risks they are 
running and should take their losses on 
the chin. The same goes for any banks 
that lend to highly leveraged vehicles like 
hedge funds. Unfortunately in this case, 
the leverage seems to have been taken to 
extremes. While LTCM admitted earlier 
this month that its capital base had 
shrunk by half to S2-3bn (and may have 
disappeared entirely by now), Its total 
exposure is many times that - at the end 
of June it amounted to around |40bn. 

A balance sheet this large raises ques- 
tions of systemic risk, which is why New 
York's Federal Reserve has become 
involved. In today’s jittery markets, the 
tear that LTCM will he forced to liquidate 
its positions could drive prices down fur- 
ther and trigger a liquidity crunch. 
Already, some hedge funds and invest- 
ment hanks are apparently no longer pre- 
pared to trade with each other. 

The best solution, therefore, might be 
for LTCM to be In effect taken over by one 
or more of its lenders. As the lead bank, 
Chase Manhattan looks the obvious 
choice. It could then oversee an orderly 
unwinding of LTCM’s positions over time 
- exactly what happened with defunct 
junk bond house Drexal Burnham Lam- 
bert Shareholders and lenders would still 
lose all or almost all their money, but It 
would not threaten the market. Even 
then, however, a failure the size of LTCM 
would put hedge funds and their lack of 
strict regulation back on the agenda. 

Bouygues 

Reading the runes of Bouygues’ interim 
results is a hit and wi« affair. But the 
market was right to draw some encour- 
agement. France’s economic recovery and 
benefits from restructuring fed through 
into a 53 per cent Increase In profits, 
before tax and exceptional, to more than 
FFrlbn. This was despite deepening losses 
at Bouygues Telecom. 

But after tax and other charges, the 
bottom line was little more than FFrlOOm. 
Clearly this business, with an enterprise 
value (Including net debt) of about 


Bounties 

Sun price rakttw to ttw CAC 40 index 
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FFrSSbn, Is not being valued on its earn- 
ings per share. On a sum-of-the-parts 
basis, the blggBst constituent is Bouygues 
Telecom, where valuations centre on 
about FFiBObn - Bouygues has a third. Its 
stakes in three other companies, notably 
the TFl television channel, are valued at 
about FFH4bn. 

This appears to leave an undemanding 
FFrlObn for Bouygues’ original building 
business and the Saur/CIse utilities arm. 
But discounts must he factored In for Its 
conglomerate status and uncertainty over 
strategy. Dissident shareholder Vincent 
Bollard is right to call for a refocusing, 
but Martin Bouygues, chairman, has so 
far bean proved right In banging on to 
Bouygues Telecom. At some stage he will 
have to reduce the number of pies Bouy- 
gues has its Angers in. Bringing a partner 
into Saur/CIse should be a prelude to this. 

UK banks 

Lloyds TSB and HSBC remain Britain's 
largest banks. But who are numbers three 
and lour? Bads in January, Barclays then 
Halifax would have been the right answer. 
No longer. Halifax is now number three, 
and Barclays only just pips Abbey 
National for fourth slot 

These numbers reveal a massive flight 
to safety. Over tha last month, the five 
mortgage banks have outperformed the 
market by an average of around 13 per 
cent During the same period, the best of 
the other large banks haa underperformed 
by around 5 per cent Similar patterns of 
domestic hanks outperforming are also 
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evident on the continent - witness Ban- 
kin ter and Popular in Spain. 

Valuations also reflect damage to Inves- 
tor confidence. Growing trust that banks 
rifararded their profligate ways under- 
pinned re-rating over the past three years. 
But when Barclays announced a £2G0m 
provision for its Russian exposure, cyni- 
cism Hooded back. Poor National West- 
minster was caught in the crossfire while 
the mortgage >»r»ks revelled in the mar- 
ket’s new defensive posture. 

On multiples of only 11 times 1996 earn- 
ings, Barclays and NatWest are a com- 
plete steal A measure of how out-of-kllter 
valuations have become is that Abbey is 
now worth as much as ABN Amro and 
Halifax as much as the mighty Deutsche 
Bank. But with sentiment as it is, the 
internationally-exposed banks may get 
cheaper etUL 


Greenspan 


Alan Greenspan gave the clearest indi- 
cation yet that US interest rates are head- 
ing downward - and Wall Street’s knee- 
jerk reaction was to jump. Perfectly logi- 
cal? 

Well, hang on a minute. The Federal 
Reserve chairman did not just say the 
International crisis was more 

than sufficient to keep a lid on US infla- 
tion. He Ufa™ said a string of other 
which are gloomy for equities. For exam- 
ple: that there is little sign of global con- 
tagion subsiding; that the US and Europe 
cannot remain oases of prosperity; that 
the US economy Is eroding around the 
edges, especially in manufacturing; that a 
more virulent phase of the crisis has hurt 
US stocks while banks are more cautious; 
and that lower equity prices could 
riwmp nn household snd business spending, 
all this as a giant hedge fund is struggling , 
under a mountain of debt 

Trim, the prospect of lower rates takes 
the edge off the bad news. But it does not 
turn it into good news. With financial 
institutions like Long-Term Capital Man- 
agement facing trouble, there is a risk 
that the credit crunch could move closer 
to the core of US and European financial 
systems, hi that case, loosening monetary 
policy to ease liquidity would be precisely 
the right response. But lower growth and 
heightened sensitivity to risk are hardly 
tasty for stocks. 
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Europe today 

Eastern France through to Ukraine 
and south to Greece win be Aim 
and sunny. Howavar, morning fog 
will bo alow to dear In some 
places. Southern Norway end 
Sweden wW be dry with aunny 
spells. Northern Scandinavia will 
be cold with showers or longer 
spells of rain. Southern Finland and 
north- western Russia wlH be 
breezy and cool with a spell of rain 
followed by blustery showers. 
Southern Italy, eastern Spain end 
western France wW have thunder- 
storms. North-western Spam end 
Portugal will be wet and windy. 

Five-day forecast 

Thundery rain over Spain and 
western Franca wffl spread to the 
reet of western Europe by the end 
of the weekend and then central 
Europe by early next week. The 
western Mediterranean will have 
thundersto rms. Easte r n Europe will 
stay fine but cool in the north. 
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US critical of 
increasing trade barriers 

Warning of retaliatory measures if protectionism continues 
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! By James Kyngs to Be$ng 

The US threatened unspecified 
retaliatory measures yesterday 1? 
China failed to dismantle several 
barriers to trade and investment 

David Aaron, US under-secretary 
of commerce, said during an offic ial 
visit that China's estimated 860bn 
trade surplus with the US this year 
was “politically unsustainable ", 
especially at a time when Bejflng 
appeared to be erecting new trade 
barriers. has arid other 
countries should he mare aware erf 
the sacrifices it has made by not 
devaluing Its currency at a time of 
regional Arumr-tal crisis. 

But Mr Aaron made it dear that 
much of the goodwill arising from 
the summit with President Bill Clin- 
ton earlier this year would be at risk 
if Beijing did not reverse recent 
restrictions. 

"We don't want to see protection- 
ism spread as a result of this [Asia’s} 
crisis. If It does it will deepen the 
crisis," he said. 

The annual renewal by the US of 
China's Most Favoured Nation trad- 


ing status, now called Normal Trade 
Relations, would became “even more 
of an uphill struggle" if greater mar- 
ket access for US exporters to China 
was not achieved, Mr Aaron said. 

He did not rule out the possibility 
of US sanctions under trade law pro- 
visions. 

Mr Aaron listed several specific 
US grievances. 

• A proposed ban by China on the 
only avenue used by foreign compa- 
nies to Invest in the domestic tele- 
coms services market. Foreigners 
are barred from holding direct 
equity In telephone services, but can 
access the market through consul- 
tancy and other contracts. 

• A decision in May by China to 
restrict Imports of power plant 
equipment in favour of domestically 
produced generating equipment. 
Under US pressure the Chinese have 
reduced the list of projects not per- 
mitted to use foreign components 
from U to four, hut Mr Aaron said It 
should be cut altogether. 

• Mr Aaron said China was expec- 
ted to announce a new schedule of 
price and profit controls by October 


X. one of these would involve dis- 
criminatory price controls on 
Imported pharmaceuticals, he added. 
• The State Machine Building 
Bureau recently placed Import quo- - 
tas and licensing requirements oh 
more than 20 types of machinery. 
The US would like to see than 
ended. 

Mr Aaron also criticised the lack' 
of an "adequate response" by 3e$&gr 
toward US proposals that could fbm. 
the basis of China's acc e ssion Into' 
the World Trade Organisation. - ; 

"We need to see much more dedt - 
cation to results [an the WTO) on 
the Chinese side. Without such prog- 
ress we will need to obviously con- 
sider alternatives." 

China has found It difficult to 
make far-reaching promises on mar- 
ket access and deregulation when Its 
economic growth rate is slowing, its 
marketplace is chronically orersup- 
plied, its banking system is mired in 
bad debts, and export growth and 
foreign investment inflows are on a 
downward trend. 

Chinese currency, Page 8 
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Kohl and Schroder do battle over 
tax system and the welfare state 
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By Peter Norman In Bom 

Helmut Kohl, the German 
chancellor, and Gerhard Schr&der, 
this opposition Social Democratic 
party candidate, yesterday stepped 
up the battle for the centre ground 
of German politics to be contested In 
Sunday's general election. 

Mr Kohl renewed his promise that 
Germany's complex and Inequitable 
tax system would be comprehen- 
sively reformed should his centre- 
right coalition be re-elected. He 
expressed confidence In the party's 
ability to push its pi«nq through the 
Bundesrat, the SPD- controlled sec- 
ond chamber of parliament in Bonn. 

Meanwhile. Jost S tollman, Mr 
Schroder's non-party nominee for 
the post of economics minister, con- 
tinued to criticise Germany’s welfare 
state for the burdens it Imposed on 
average families. 

Undeterred by the condemnation 
of leading SPD trade unionists after 
having earlier called for "bold poli- 


cies to restructure" Germany’s wel- 
fare state, he said it was “Incompati- 
ble with democracy If we make a 
large segment of our population pris- 
oners of a social security system". 

Strongly supported by Mr Schro- 
der, Mr S tollman called for greater 
individual responsibility and chal- 
lenged the sanctity of the state pay- 
as-you-go pension system, saying pri- 
vate provision was better. 

In recent public meetings Mr 
SchrOder has appeared to drift to the 
left, stressing his party's support for 
greater social justice in Germany. 
But In an evening interview with the 
ZDF television channel, Mr SchrOder 
portrayed himself as a moderniser of 
Germany's social market economy 
and disowned socialism as ’inopera- 
ble" in today’s world. 

Mr Kohl, who has stood as the 
guarantor of the welfare state and 
pension system throughout his elec- 
tion campaign, voiced his frustration 
with Mr SchrOder and Mr S tollman 
In a ZDF interview last night, “He 


[Mr SchrOder] and his people have " 
adopted positions which hare abso- 
lutely nothing to do with the SPD or 
Oskar Lafontalne [the SPD leader J.” 

He stressed voters faced the choice 
between the centrist Bonn govern- 
ment of his Christian Democratic 
Union, the Christian Social Union, 
ita Bavarian sister, and the Free 
Democrat party, or a leftist coalition 
of SPD and environmental Greens. 

Sunday's vote might be so close as 
to leave neither coalition with a 
majority - the east German PDS 
would hold the balance of power. 
Against this background, Mr Kohl 
conceded yesterday that a "gra nd 
coalition” of CDU/CSU and SPD - 
which Mr SchrOder said was conceiv- 
able - was “possible in principle". 

But he stressed there was no need 
for such a government and warned 
that a parliament in which 90 per . 
cent of tiie MFs belonged to govern- tea 
ment parties would "perform no pro- 7 
ductive work", reiterating he would 
not head a grand coalition. 
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INSIDE 

United unfazed by economic turmoil 

United Technologies, one of the biggest US 
industrial companies, appears unfazed by 
slumping stock prices worldwide. George David, 
chairman and chief executive, says investors 
have failed to spot the underfying growth trends 
for much of international business. Page 18 

Diageo to announce full-year results 

John McGrath (left), 
chief executive of 
Diageo, and Tony 
Greener, chairman, will 
today announce the UK 
food and drinks 
group's first full-year 
results. A small drop in 
pre-tax profits is 
expected. Nine months 
after the merger of 
Guinness and Grand 
Metropolitan, Diageo 
seems to be well on track in bringing together 
the two drinks operations. Page 23 

S&P links with Toronto exchange 

Standard & Poor's and the Toronto Stock 
Exchange are to develop Index derivative prod- 
ucts based on shares traded on Canada’s larg- 
est equity market The move signals SAP's 
expansion into Canada and will give Toronto- 
Usted companies greater exposure. Page 26 

Pakistan's foreign banks eye talks 

The stakes are high for Pakistan's 21 foreign 
banks as the country prepares to conclude its 
first round of loan talks with the IMF. The talks 
are expected to raise a number of issues on 
Pakistan's monetary policy, Including a new 
dual exchange rata Page 22 

Madrid rises as concerns recede 

Receding Latin American concerns lifted Madrid 
stocks, pushing the general index up 5.4 per 
cent Bank of Spain's decision to leave its key 
intervention rate unchanged at 4.25 per cent 
also buoyed sentiment Page 38 

Argentina bill promotes forestry 

Argentina is taking a look at the forestry sector, 
its Lower House has passed a forestry promo- 
tion bill, which offers tax breaks for potential 
investors. The government hopes that 200,000 
hectares a year will be planted. Page 28 

County selection still significant 

It has become a com- 
monplace that the 
introduction erf the 
Euro will make Euro- 
pean fund managers 
switch their Investment 
focus from countries, to 
industrial sectors. 
Nevertheless, country 
selection rs going to 
remain a significant 
factor for many Investors for some time yet 
Business and the Euro, Page 25 
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Internet shares boosted by alliances 

Yahoo! reaches new high with AT&T deal 
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By John Labate in New York 

US internet shares roared 
ahead yesterday on news of 
the latest alliances between 
web search engines and large 
high-technology companies, 
and expectations of future 
earnings. 

Yahoo! shares traded at an 
all-time high of 3112*< on a 9-5 
per cent rise after the com- 
pany said it had formed a new 
alliance with AT&T's Worldnet 
Service. 

Excite, another search 
engine company, surged 26 per 
cent higher to $35% after it 
announced it would provide 
services to Dell Computer. 

Other internet stocks were 
similarly strong, sending the 
American Stock Exchange’s 
internet index nearly 4 per 
cent higher to 382.51. 


Amazon.com, the online book- 
seller, was 10 per cent higher 
to $97%. 

US equities overall had a 
strong morning as investors 
awaited afternoon testimony 
by Alan Greenspan, Federal 
Reserve chairman, before the 
Senate budget committee. 

Analysts pointed to other 
reasons for the internet sec- 
tor’s recent strength, including 
the release of independent 
counsel Kenneth Starr’s report 
on President Bill Clinton and 
Monday’s broadcast of Mr Clin- 
ton's grand Jury testimony - 
both of which were made 
available via the internet. 

“What it’s done is further 
the internet as a mass market 


medium,” said Ryan Jacob, 
portfolio manager of The Inter- 
net Fund in New York. “It con- 
tinues to validate its impor- 
tance.” 

just a few weeks earlier 
many had suspected the US 
equity market's widespread 
downturn would deliver a 
sharp correction to the 
high-flying sector, which 
enjoyed exceedingly rich valu- 
ations but low or non-existent 
profitability. 

Such a correction did occur 
throughout the sector and few 
have rebounded to reach new 
highs, hut many leading 
shares have gained ground 
recently. 

Yahoo! is one of the few 


internet stocks to have turned 
a profit, and it is expected to 
report quarterly earnings in 
early October. 

Among the casualties in the 
stock market's downturn was 
the initial public offering mar , 
ket, which has remained 
nearly frozen since late 
August. Investor enthusiasm Is 
now on the mend there also. 

The first IPO in weeks is 
expected on Thursday with the 
floatation of eBay, an internet- 
based auction service. 

In a sign of growing investor 
confidence, Goldman Sachs, 
the underwriter, said yester- 
day the offer price bad been 
raised to a range of SI6-S18 a 
share from the earlier S14-816. 


Yahoo? 

Share price R 

120 
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The deal is at just below jSOm 
at the pricing midpoint, with 
3.5m shares expected to be 
offered. 
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INCREASED CO-OPERATION IS SEEN AS A SIGN THAT THE OLD ORDER OF RESOURCE NATIONALISM IS COMING TO AN END 


Oil executives 
to meet for 
‘informal’ talks 




By Robert Corztae 


The planned meeting next 
week in Venice of about 20 top 
executives from some of the 
world’s leading international 
oil companies puts in question 
conventional wisdom about 
the structure of the industry. 

Putting a relatively large 
number of chief executives 
together in a Informal setting 
for two days of private talks is 
a departure from past practice, 
and comes at a time when the 
industry faces a crisis brought 
about by the collapse in crude 
prices and the global economic 
downturn. 

Petroleum Finance Com- 
pany, the Washington DC- 
based consultancy that organ- 
ised next week's meeting, said 
it was not a direct response to 
the crisis. Nor would there be 
formal talks on the sensitive 
issue of oil prices. 

But it is clear the world's 
biggest oil companies and oil 
producing countries are in a 
mood to talk. 

Yesterday, Crown Prince 
Abdullah of Saudi Arabia 
invited top executives from 
nine US oil companies to a 
meeting in Washington on 
Sunday to discuss potential 
areas of “co-operation." 

While some observers say 
that might signify nothing 
more than simply “having 


tea,” Robin West, head of 
Petroleum Finance, see it as 
another sign the “old order of 
resource nationalism” that has 
domina ted the world’s energy 
scene for more than 20 years is 
coming to an end. as compa- 
nies and countries begin to 
seek new relationships. 

Not surprisingly, the “rela- 
tionships” weighing heavily on 
the minds of most western oil 
companies are mergers. 

Last month's takeover of 
Amoco of the US by British 
Petroleum triggered specula- 
tion that other leading compa- 
nies would follow suit, even 
though the industrial logic of 
second and third wave tie-ups 
may be Iks compelling than 
the BP/Amoco deal. 

“It's got nothing to do with 
industrial logic, ” said one 
investment banker. 

“They will be forced to 
merge because of the weight of 
investor funds" likely to be 
funnelled toward combined 
companies, if for no other rea- 
son than they should be. able 
to cut their costs fester than 
their counterparts that have 
decided against consolidation. 

The lure of full mergers also 
stems from the prospect that a 
carefully constructed deal, 
such as the BP/Amoco linkup, 
can attract an immediate book 
in market capitalisation well 
before the cost cutting starts. 
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More limited alliances cover- 
ing particular regions or busi- 
ness lines are less likely to 
produce a sustained share 
price boost 

But they are easier to agree 
and still promise longer-term 
cost savings, albeit on a 
smaller scale than a full take- 
over or merger. 

Such deals may appeal to 
companies barred from full 
mergers because of partial 
state ownership or political 
sensitivities about a cross-bor- 
der or transatlantic tie-up. 

Although any number of per- 
mutations for possible mergers 
are being talked about, there is 


a number of favoured combi- 
nations. 

In the US there has been 
speculation over a tie-up 
between Chevron and Mobil, 
party because the two compa- 
nies have about the same mar- 
ket capitalisation. 

There has also been talk of 
an Esxon-Mbbil merger. Indus- 
try executives believe that 
such a combination would be 
formidable, but that the differ- 
ence in size between the two 
companies would almost inevi- 
tably lead to the demise of 
Mobil. 

Many investment bankers 
say the most logical European 


merger would be an all-French 
combination of Elf Aquitaine 
and Total, although Die two 
companies view each other as 
arch-rivals. 

However, other analysts are 
predicting transatlantic merg- 
ers involving French and US 
companies could take place, 
even though such tie-ups may 
at first seem unlikely given 
the wide cultural gap between 
tbe two countries. 

Alliances between Total and 
Arco and Total and Texaco are 
already being discussed as pos- 
sible combinations. 

Bfitqrial Comment, Page 15 


DoCoMo 
offer may 
yield 
$15.1bn 

By Pant Abrahams hi Tokyo 


NTT DoCoMo, the mobile 
telecommunications group, 
wfl] today announce a pricing 
range for the company's global 
share issue that will almost 
certainly make it the largest 
initial public offering ever. 

The price range is expected 
to be between about Y3J3xn and 
Y-I.lm a share. The mid-range 
point of Y3.7m per share would 
make the issue worth approxi- 
mately TOjODObu ISlSAtm). 
That compares with tbe IPO of 
Nippon Telegraph and Tele- 
phone, DoCoMo's parent, in 
1986, the previous largest, 
which generated $13.6bn. 

At Y3.7m per share, the mar- 
ket capitalisation of the com- 
pany would be about Y7,8O0bn 
or SSSbn, making it the third 
largest company in Japan. 

DoCoMo's board will meet 
this afternoon in Tokyo for- 
mally to approve the price 
range. Senior executives will 
then begin a series of presenta- 
tions to investors in Japan, 
Europe and North America. 

Pricing will be decided on 
October 12. The shares are 
scheduled to be listed on the 
Tokyo Stock Exchange first 
section on October 22. 

The price range was decided 
after the joint global co-ordina- 
tors. Nikko Securities and 
Goldman Sachs, contacted 
more than 2.000 institutional 
investors in a pre-marketing 
exercise Demand for DoCoMo, 
the world's largest mobile tele- 
coms group, is understood to 
have been uniformly positive. 

About 45 per cent of the 
shares will be sold to domestic 
retail investors, 25 per cent to 
Japanese institutions, 12 per 
cent in tbe US and Canada and 
18 per cent in other countries, 
depending on demand. 

DoCoMo is the world’s big- 
gest cellular network operator, 
and its subscriber base has 
expanded from 1.3m in March 
1994 to more than 20m custom- 
ers last month. 

In the past three years, the 
compound annual growth rate 
of its earnings before interest 
tax. depredation and amortisa- 
tion has been more than 40 per 
cent despite Japan's worst 
recession in 50 years. 

NTT, which owns 94.7 per 
cent of DoCoMo, is selling 

218.000 shares, reducing its 
stake to 67.13 per cent. The 
mobile carrier Is issuing 

327.000 new shares. The pro- 
ceeds are expected to eliminate 
most, if not aD of DoCoMo's 
Yl,385bn debts. 


Bayer links with Millennium 


By Graham Bowtey hi Frankfurt 
and Clive Cookson in London 

Bayer, the German chemicals 
and drugs group, yesterday 
launched a $465m collabora- 
tion with Millennium Pharma- 
ceuticals. the US gene-hunting 
company. The partners called 
their alliance “the world's larg- 
est to date in the field of drugs 
research". 

Markets reacted positively to 
the prospect of Bayer gaining 
a new pipeline of gene-based 
products over the next decade. 
Its shares closed up DM2.45 at 
DM65.90 (S39.1U - shrugging 
off a separate announcement 
of a potentially serious setback 
to its development programme. 

The company was forced to 
suspend clinical trials of me tri- 
form te. a treatment for Alz- 
heimer's disease, which was 
due to be launched in the US 


next year. Trials were delayed 
Tor at least three months, in 
consultation with the US Food 
and Drug Administration, after 
some patients showed signs of 
muscle weakness. 

Metrifonate, which Bayer 
expected to generate peak 
annual sales of around 
DMTOOm, was one ot the top 
three medicines in the group's 
pipeline. The delay could lose 
Bayer ground in the race to 
commercialise drugs that 
delay the onset of Alzhei me r's 
symptoms. 

Bayer is building up its 
health care business. The Mil- 
lennium alliance follows an 
announcement last week that 
Bayer would buy tbe diagnos- 
tics business of Chiron, 
another US biotechnology com- 
pany, for Sl.lbn. 

The German group e xp ects 
to pay Massachusetts-based 


Millennium $465m over the 
five-year term of the partner- 
ship: $97m for a 14 per cent 
stake in Millennium and $368m 
in research funding, perfor- 
mance and licensing fees. In 
return Millennium wfl] supply 
225 biological “targets” for use 
in finding drugs to treat heart 
disease, cancer, pain, osteopo- 
rosis, liver and blood disorders 
and viral infections. 

Millennium is a leader in 
genomics - discovering how 
genes work together to deter- 
mine health or sickness. Bayer 
is the seventh international 
drug company with which it 
has negotiated a research and 
development collaboration. 

Mark Levin, chief executive, 
said the Bayer deal would take 
Millennium's projected reve- 
nue from R&D partnerships 
above $lbn over the next five 
years or so. 


Nokia, Ericsson shares lift 


By Greg Mchror m Stockholm 


Shares in Nokia and Ericsson 
rose sharply yesterday after 
the Finnish telecommunica- 
tions group said it was “confi- 
dent" about third-quarter prof- 
itability and its Swedish rival 
outlined plans for a manage- 
ment shake-up. 

Kokm’s upbeat assessment 
of current trading conditions, 
combined with an upgraded 
forecast for mobile phone sub- 
scriber growth, lifted morale 
among European telecommuni- 
cations investors, whose confi- 
dence has been battered in the 
past week by profit warnings 
from Alcatel of France and 
Philips, the Dutch group. 

At the Finnish company. 
Europe's biggest supplier of 
cellular handsets, the most- 
traded A shares jumped 
FM31.1U. or S.3 per tent, lo 


FM406. Ericsson’s B shares 
climbed SKrS to SKT157.50. 

Ericsson shares have lost 25 
per cent of their value daring 
tbe past three months amid 
fears the company is losing 
market share to Nokia in 
mobile phones. Analysts also 
regard the company as more 
exposed than its closest com- 
petitors to any downturn in 
China, its second largest mar- 
ket after the US. 

Ericsson said yesterday its 
new strategy, to be unveiled 
next month by Svea-Christer 
Nilsson, chief executive, would 
improve its focus and bring it 
closer to customers. 

Nokia, whose shares have 
continued to forge ahead In 
spite of stock market volatil- 
ity, yesterday forecast that 
global mobile phone subscrip- 
tions would reach !ba IE 2095. 
About 2Mm people owned a 


mobile phone at the end of 
June this year, it said. 

Jorma Ollila, Nokia chief 
executive, said “strong market 
development" in 1998 bad 
reinforced its confidence in 
third-quarter prospects. 

Ericsson, where profits 
growth has fallen behind Nok- 
ia 's this year, said it had 
detected no change in Its prof- 
itability during the third quar- 
ter. But Douglas Smith, tech- 
nology analyst at Salomon 
Smith Barney in London, said 
Ericsson needed to sharpen its 
marketing strategy. 

Separately, Ericsson was 
yesterday forced to admit that 
up to 10 per cent of its best- ! 
selling mobile phone models j 
had a design fault that 
resulted in them suffering 
power failures. I 
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MAGNETS SHAREHOjLDERS_WIN_COURTAGREEMENT TO DROP FIVE DIRECTORS AT TROUBLED COMPANY ___ 

Institutions take control at YBM Magnex 




By Edward Alden In Taranto 

Institutional shareholders of 
YBM Magnex International, 
the troubled magnet maker 
suspended from the Toronto 
Stock Exchange, have 
wrested control of the board 
away from the company’s 
previous management 
The move raises hopes the 
company's murky financial 
records may soon be clari- 
fied as YBM shareholders try 


to clear the way for' the 
stock to resume tradings 
In an agreement in' an 
Alberta court, Jacob Boga- 
tin. YBM chief executive, 
would drop five directors 
and add three new ones rep* 
resenting shareholder inter- 
ests, giving the institutional 
shareholders a majority on 
the five-member board. ■ 
Wesley Voorheis’ a lawyer 
representing Connor Clark & 
Lunn Investment Manage- 


ment. one of YBM’S largest 
shareholders, said the 
arrangement would allow 
shareholders “to address the 
issues facing the company 
on: a' fully informed basis”. 

The new board, which met 
for the first time yesterday, 
also includes Connor Clark 
director Gordon Macdougall 
and Toronto businessman 
Stephen Coxford. Remaining 
on the board are Mr Bogatin 
and Owen Mitchell. 


vice-president of first Mara- 
thon Securities, the Cana- 
dian brokerage. - 

Mr Bogatin said: “We hope 
that in the near future we 
can point to today's events 
as a catalyst that returns the 
company's shares to public 
trading." 

YBM shares have been 
suspended on the Toronto 
Stock Exchange since May 
when it failed to file audited 
second quarter financial 


statements. The suspension 
came the same day YBM 
-headquarters in Fennsylva- 
: oia were raided by the FBI 
as part of a criminal investi- 
gation. No charges have 
been laid against the com- 
pany or its management. 

The company's auditors. 
Deloitte & Touche, resigned 
in June and YBM has been 
unable to find another audi- 
tor to verify Its financial 
statements, which have been 


questioned by securities reg- 
ulators. The company 
reacfaed a market value of 
nearly CSlbn (US$654m) 
when its shares traded at 
more than C$20 earlier this 
year, but mutual fund com- 
panies holding the shares* 
have since written their 
value down to between C$1 
and CS3. 

Mr Voorheis has said he 
intends to get to the bottom 
of the controversies quickly. 


Lehman to 

r. 

repurchase 
more stock 


Ad blitz backs 
Unisys refocus 


By ADson Smith, 

Marioting Correspondent 

Unisys, the US computer and 
computer services group, is 

today beg innin g a $20m 
worldwide advertising cam- 
paign to launch a new brand 
positioning which focuses on 
the people it employs. 

The campaign reflects the 
changes to the organisation 
since the appointment of 
Lawrence Weinbach as 
chairman and chief execu- 
tive a year ago. He has taken 
Unisys oat of the PC manu- 
facturing business and refo- 
cused it on the enterprise 
server and computer ser- 
vices businesses. Last year, 
the company’s service busi- 
ness accounted for 63 per 
cent of its $6.5bn sales. 

It also follows marketing 
initiatives by other com- 
puter companies to move 
away from their traditional 
images and present them- 
selves as organisations 
which are more approach- 
able and put more emphasis 
on their employees. 

The Unisys advertisements 
show people with heads 
replaced by computer moni- 
tors. who are solving client 
problems whether they are 


at work or not. They feature 
the line: “Unisys ... we eat. 
sleep and drink this stuff”. 

About half the total spend- 
ing on the campaign will go 
on television advertising in 
the US, with around $5m 
being spent on print adver- 
tising in Europe. The addi- 
tional cost of the launch 
roughly doubles the compa- 
ny's annual corporate adver- 
tising budget. 

The- company is planning a 
further “aggressive” cam- 
paign next year, and is rede- 
signing its website to take 
account of the new focus. 

Bozell Worldwide Is 
behind the advertising. 

Martin Sexton, vice-presi- 
dent of corporate communi- 
cation Unisys EMEA, said 
when the research was pres- 
ented to the company at the 
beginning of this year “one 
key response was that it was 
the quality of Unisys people 
that was keeping our exist- 
ing clients with us”. 

Earlier this year, IBM 
launched a campaign for its 
global services division 
which bad the aim of giving 
the business a human 
dimension. It incorporated 
IBM employees referred to as 
“e-business people”. 




George David: 1 am not afraid of being labelled a contrarian' 


Sinead Lynch 


United stands firm in face of ill-wind 

Group has long-term perspective unfazed by economic turmoil, writes Peter Marsh 


ConAgra earnings 
slip to $109m 


ConAgra, the feSSs group, 
saw first-quart* revenues 
rise but earnings slip, Reu- 
ters reports from Omaha. 

It earned $109m. or 23 
cents a diluted share, in the 
quarter to August 30. That 
beat analysts’ expectations 
by 1 cent, according to First 
Call, but fell below last 
year's restated earnings of 
$ll8m, or 25 cents a per 
share. Sales climbed from 
$6-26bn to $6.48bn. 

ConAgra said volume sales 
and operating profits rose in 
its frozen foods segment, 
while its food-service divi- 


sion also posi&L- higher prof- 
its. “Grocery ->fiSahcts 
recorded higher operating 
profit In refrigerated foods, 
operating profit fell 29 per 
pent and sales were 
unchanged. 

Lower pork and beef raw 
materials prices were passed 
through at lower selling 
prices. The branded pack- 
aged meats business 
recorded hi|her first-quarter 
unit volumes and jOperating 
profit A recent acquisition 
contributed to operating 
profit growth in the cheese 
and table-spreads business. 


E ither George David is an 
indefatigable optimist, 
or he knows something 
that much of the rest of the 
world apparently does not. 

The chairman and chief 
executive of United Technol- 
ogies. one of the biggest US 
industrial companies, with 
interests from air condition- 
ers to helicopters, is unfazed 
by the economic gloom 
which has seen stock prices 
slump around the world. 

Claiming that financial 
markets have gone '“goofy". 
Mr David says investors 
have failed to spot the 
underlying growth trends for 
much of international busi- 
ness. particularly in the US. 

“This is likely to be the 
first recession in memory : 
that has, been induced by 
investor sentiment." says Mr 
David^I am not afraid 'of 
being labelled it contrarian." 

Upbeat comments by 
•industrialists about their 
companiqBnrigfifle the world 
crashes' around them are hot 
unknown^ But in the case* of* 
United- - which owns Car- 
rier. the world’s biggest air 
conditioner company. Otis, 
the lift maker; the Pratt & 
Whitney jet engine group:’ 
and the Sikorsky helicopter 
supplier - the company’s 
record is enough to make; 
even the most nervous inves-J 
tor give Mr David a sympa-i 
thetic hearing. 



GROUPE FLO 


PARIS 


FIRST HALF 1998: 

NET PROFIT ON TARGET, UP 15.2°/ 


This first half-year has been characterised by the favourable economic environment 
and dimatic conditions. 

I The internal development strategy continued to be intensified in ail branches of 
activity, generating consolidated sales of FRF 758m, a rise of 17.6 % compared to 
the first half of 1997. 

Operating profit rose by 1 1 3 % against the first half of the previous year, despite 
the problems encountered in fresh produce supplies (meat) and the increase in 
labour costs (sodai security contributions, wage bargaining). 

I Interest payments fell by 16 %, in line with change to interest rates. Corporate 
tax amounted to FRF1 1.8m. 

Net profit stood at FRF19.7m, up 153 % on the first half of last year. 

First-half investments amounted to FRF623m. 

I The second half-year should reap the benefits of successful new openings and the 
continuation of the strategy followed for several years now. Provided that the 
current rate of growth in activity is sustained, Groupe Flo is likely to exceed the 
targets for growth in activity and net profit for 19981, 10 % and 15 % respectively. 


I In FRF million 

06/30/98 

06/30/97 

Var. (%) 1 

Sales 

758,0 

644,5 

17,6% 

Operating profit 

35,4 

31,8 

113% 

Profit before tax & exceptional 

31,3 

26,8 

163% 

Net profit 

19,7 

17,1 

153% 

Shareholder founds 

517 

485 

6,6% 

Net financial debt 

190 

170 

113% 

Cash Flow 

37,2 

35,4 

5.1% 

Investments 

62,3 

45/4 
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LES ADRE55E5 
JEAN-FAUL BUCHER 


Cafe Flo 



Last year’s net income, on 
sales of $24.7bn. was S1.07bn. 
double the $487m in 1993. In 
the past five years, the com- 
pany's shares have outper- 
formed Wall Street by nearly 
40 per cent - even though 
the stock has come off its 
highs of early 1997. 

Few analysts say the com- 
pany, one of the most Inter- 
nationally-oriented US man- 
ufacturers, with 60 per cent 
of its revenues generated 
overseas, will be imm une 
from the global shock waves. 
But David Pizzimenti of 
Schroder & Co believes Unit- 
ed’s “worldwide franchise of 
strong businesses" should 
leave it more unscathed than 
many companies, while Cal 
von Rumobr oLCowen & Co 
says Mr David’s comments 
have “credibility" - on 
account of the company’s 
performance so far' this 
decade. 

Mr David - who became 
chief operating officer in 
1992. taking over as chief 
executive in 1994 and chair- 
*tap last year - Is not letting 
t£l$of a global crisis put 
him off acquisitions. This 
year such spending is likely 
to total $l-3bn. double last 
year’s- figure. Deals have 
included' the joint venture 
announced this month with 
Toshiba, under which Car- 
rier will take control of the 
Japanese electrical goods 


company's air conditioning 
operations outside Japan, 
while taking a 40 per cent 
stake in the Japanese com- 
pany’s domestic air condi- 
tioner operations. 

Otis has also recently 
acquired lift companies in 
Korea and the Philippines. 
All three deals, says Mr 
David, underline western 
companies’ opportunities 
from the recent wave of 
business restructuring in 
same parts of east Asia. 

Although both Otis and 
Carrier will probably see 
revenues fall this year from 
Asia (.which is likely to pro- 
vide about 16 per cent of 
United's total 1998 sales;. Mr 
David says the longer-term 
growth prospects are still 
good. “The time-span we 
consider [in planning] is 25 
-years and over this period 
our business in Asia could 
easily double [as a percent- 
age of total sales]." 


A s for Russia, where 
United has 9,000 work- 
ers, mainly at Otis, 
making it among the largest 
foreign employers there, Mr 
David says United’s reve- 
nues this year will almost 
certainly be lower than 
19ffTs JlOOm. but that this 
will be “immaterial" for the 
company as a whole. “You 
have to be patient We are 
not jjp>ing to abandon Rus* 


Issue of U.S. $300,000, 000 
Bank of Western Australia Ltd 

AJC.N.0504944S4 

Undated Floating Rate Notes 
exchangeable into 
Dated Floating Rate Notes 
of which US. $200,000,000 
is being issued as the Initial Tranche 


Interest Rate 
Undated Notes 

Dated Notes 

tntnijmt QnJ— 4 

nTieresj p©noo 

Interest Amount due 
24th March 1999 
Undated Notes 
per U.S. S 10,000 Note 
per US. $250,000 Note 
Dated Notes 
per U.S. S 10,000 Note 
per U.S. $250,000 Note 


5.5375% per annum 
5.375% per annum 
24th .September 1998 
24th March 1990 


U.S.8 278.41 
U.S. S8.960.33 

U.S.S 270.24 
U.S. S6.756.08 


Credit Suisse First Boston (Europe) Ltd. 

Agent 
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Conferences 


Great Minds 


Providing dimeters and 
senior executives with ao inienurioml 
(brum to forge new contacts, 
exchange ideas, team from 
competitor experience and tone 
strategic iMnWng 


For a conference calendar, visit 
www.ftconferences.com or call +44 (0)171 fi73 3375 


sia," he says. 

Mr David's overall confi- 
dence about United's pros- 
pects stems from wtiat he 
says is the ‘'process revolu- 
tion” which has pushed up 
efficiencies in the company's 
factories during the 1990s. 

Thanks to Japanese-style 
quality initiatives and just- 
in-time production, labour 
productivity in United's US 
factories has grown about 7 
per cent a year since 1990. 

"What is amazing is that 
we have still some way to 
go: we have achieved less 
than half what is possible [in 
terms of better efficiencies] 
in making the company 
more profitable.” 

To complete the job. 
United is setting up a train- 
ing institute, called. the Ito 
; University, named)-- after 
Yugurn Ito,- the '-company'!*; 
Japanese quality adviser/to' 
teach new production and 
management techniques to 
United’s worldwide suppli- 
ers. The : aim is to help 
United cut its supply costs 
by nearly Sibn a year (out of 
the S14bn spent last year) by 
2001. To help with efficien- 
cies, Mr David is also plan- 
ning to cut its suppliers from 
58,000 to 10,000. 

As for Europe, from where 
United derives a third of its 
sales, Mr David is confident 
that economic conditions 
will remain fairly strong. 
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By Tracy Corrigan in New York 

Lehman Brothers, the US 
investment bank, yesterday 
reported a fall in third-quar- 
ter earnings, as previously 
indicated, and said it 
planned to repurchase 7.5m 
of its stock, on top of the 
4.5m share repurchase 
authorised earlier Uds year. 

Earlier this week. Moody's 
Investor Service, the US- 
based ratings agency, con- 
firmed Lehman Brothers' 
long-term debt rating of A3, 
boosting the stock price. 

Lehman’s stock price has 
more than halved in the last 
two months as a result of 
concerns over financial mar- 
ket turmoil and rumours of 
financial difficulties at the 
firm, which Lehman has 
denied. 

Lehman reported net 
income of $X5lm and earn- 
ings per share of $1.10 in the 
third quarter, down from 
$324m in the second quarter 
and $l97m a year ago. Net 
revenues were $930m, and 
compensation and benefits 
remained at 50.7 per cent of 
net revenues. 

The firm had warned of a 
reduction of $60m in net 
income due to the “impact of 
significant volatility in Rus- 


sian and other markets". 
This included trading losses 
and addi tional credit 
reserves to offset the possi- 
ble Impact of counter-party 
exposures. 

Richard Fuld, Lehman's 
chairman and chief execu- 
tive. said on Tuesday that 
the move “clearly and posi- 
tively underscores the ongo- 
ing fi nan cial strength and 
stability of the firm". How- 
ever, Moody's had warned 
that Lehman's balance sheet 
leverage was higher than 
some of its peers. 

Mr Fuld noted that despite 
a slowdown in underwriting 
towards the end of the quar- 
ter. Lehman posted its hip- 
est ever Investment banking 
fees. However, analyses 
warned that given the na6> 
ket slowdown, this perfor-- 
mance was likely to slide fn- 
the fourth. . 

Analysts also said that tte 
effect of the buy-back plan 
would be minimal as the 
firm would have to Issue 
new shares under employee 
compensation plans. 

Investment banking reve- 
nues of $493m were 24 per 
cent above last year, while 
principal transaction reve- 
nues of $l31m were 66 per 
cent down. 


Intel presses on 
with Strong Arm 

By Pail Taylor chip-making operations 

which was completed this 

Intel, the world's largest year as part of a partial set- 
semiconductor manufac- tlement over a patent dis- 
turer. plans to build a family pute between the two compa- 
of microprocessors designed nies. 
for use in set-top boxes, han- Since then, there has been 
dheld computers and con- speculation that Intel might 
sumer electronics based on abandon the technology in 
the advanced rise micropro- favour of its own. However 
cessor technology it acquired Mr Barrett emphasised yes- 
from Digital Equipment. terday that Intel was con- 
Craig Barrett, chief execu- tinuing to work on new 
tlve, said Intel planned to designs of the chip and 
continue to use the Strong planned “a new generation 
Arm technology in a wide- yeVery year for the next few 
range of devices, particuiarty ^years". 
in areas ^vhere low-power Mr Barrett, who was 
consumption is important, speaking in London, also 
“We are pushing Strong Arm confirmed that Intel was lay- 
very hard in these areas. 1 ' he ing off 675 employees at the 
said. Hudson. Massachusetts. 

The Strong Ann technol- chip-making plant which it 
ogy was originally developed acquired from Digital, 
by Arm, a UK-based start-up, But he said the facility, 
and has been used in a num- which employs 1.600 people, 
her of handheld machines - would not cut its output of 
including the Apple Newton the advanced Alpha micro- 
and Psion Series 5 - and processor chip and several 
other devices, including other product lines. 


smart phones. 


The redundancies will 


Intel acquired rights to the form part of the 3,000 jobs 
technology as part of its Intel said in April it would 
$700m purchase of Digital’s cut from it 65,000 workforce. 
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NU exforirsn]] i&vmb by 
5.6% inis to a reawing Frendi 
consumer demand, growing TV 
atafcing apanfaiB md henaang 
audience share of TFl's otWfsng 
breaks. 

Tfl* Group's net profit increased to 
0?F 532 m#an end hdudm Rtf 57 
mfcn of losses afer tax. frem TP5. 
The rise in profib abo stems bom : 

• IHtlMdmpasKon stagnated 

by stable auc lienee shares and 
increaang viewing-time up 

during Is* Koff). 

• aregong control of proyans- 
rang cosk and dfier operating 
expenses. 

Divenifieation activities posted a 
107%gnjw#i : 

(advertising, 

• As of June XJUQ mantdU 
m&on subscribers, i.e a 526 annual 

• At ktnd of Sqtoifcv, IPS should 
bred; fe 500.000 DIH ntorim 
fraslvdd net induiiv«d70 l 000 sub- 
scriber b fa dneaa affiv available 

on a±le network IPS b already a 
success on die French pay TV mabt. 
■ At at hem) of August, Monads' 
he very first bond 100% produced 
by Una Muskpe, sold 1 mifion 
copes of its first single CO. 


“ °k° “P/inO weeass 
he video cassette *Les Bens’, 
[m odvenfcvE of the French footboG 
tern daring he Whrld Cup) which 
sold more than 800,000 wets. 
TGfe-ShOTBig (inhered its deralap- 
ment mwi he launch of its 24-baur 
oorw-hcppiiig chamd “Shopping 
Avenue*. 

• Audwisuds rights sales of TP1 
toerocifcawf were driven up by films 
such as ‘Jungle la Jungle*, 
line Chance sir Deux* end *Tbjd\ 


Ae SALQ (*Bdle*in d*Annoncas 
L6golei Obliga(oirej*| dated 
September 25, 1998. 

For fiw 1998 lull year, TP1 forecasts 

continuing growth in advertising 
rwenues as weB as stable program- 
ramg costs wdudng excepfend 
5^ l«ws li e Football Vvbrld 

Cup ana Wmtar Otympie). 
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Dresdner Kleinwort Benson is a gateway for 
borrowers to capitalise on growing investor 
demand. Being at the heart of Europe, driven 
by the same sentiments as other leading 
investors and willing to commit our own 
capital, we enjoy a reputation for excellence 
in identifying, structuring and delivering 
quality opportunities around the world. 

Our intensive regular contact with the 


investor base, global presence, leadership 
and experience provide the depth of 
understanding required to recognise 
opportunities and underlying trends. Our 
clients benefit from the combination of this 
market insight with proven placement power. 
As a result, we have enjoyed tremendous 
growth in the last three years, we are a 
leading force in Europe and the emerging 


markets of Latin America, Central Europe and 
Africa. We continue to leverage our strength 
to add value for our clients, with quality 
selections in Europe and around the world. 
For further information, contact 
Luxembourg Tel: +352 4760 260 

London Tel: +44 171 475 5278 

New York Tel: +1 212 429 2210 

Singapore Tel: +65 530 8518 
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STEEL INDUSTRY GROUP SEEKS PARTNERS OR BUYERS FOR ASCOMETAL AND UNIMETAL 
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Usinor puts speciality steels up for 



By David Owen fa Paris 

Usinor. the French steel 
maker bidding to become 
Europe's biggest by buying a 
majority stake in Belgium's 
CockeriU Sambre, has put a 
large part of its speciality 
steels division up for sale. 

Francis Mer, chairman, 
made the announcement yes- 
terday as the group reported 
a sharp upturn in first-half 
profits in figures heavily col- 
oured by one-off items and 
tbe application of new 
accounting standards. 


The businesses concerned 
include AsccmStal and Uni- 
m&al, the rod concern tradi- 
tionally the company’s prob- 
lem unit. The decision to 
seek partners or buyers coin- 
cided with Unimetal's “pain- 
fully achieved" return, to 
profit in the 1908 first half. 

“We cannot do every- 
thing." Mr Mer said, explain- 
ing that tbe group had 
decided to focus on its fiat 
carbon steel and stainless 
activities. He indicated he 
expected all operations 
related to the move to be 


completed by next spring. 
Speciality steels contributed 
FFr9.3bn ($1.65bn) to the 
group's first-half turnover of 
FFrSS^bn. 

Net attributable profit 
more than doubled, to 
FFr2.Q4bn, which included a 
re-estimation of deferred 
taxes and a substantial 
depreciation of assets and 
goodwill Without the appli- 
cation of new accounting 
standards, net income would 
have been just FFrl^Sbn. 

Income from operations 
advanced more than 35 per 


cent to FFr2 .35b n. Flat car- 
bon steel s contributed tbe 
lion's share of this, with 
profit of FFri.Mbn oo turn- 
over of FFr21. lbn. against 
FFrl.l2bn a year ago. Speci- 
ality steels contributed 
income of FFr5Q6m, up from 
FFr49m. but stainless steels 
and alloys suffered a small 
FFrSOm operating loss in a 
difficult market environ- 
ment, compared with a profit 
of FFi383m. 

Yesterday's figures 
Included a FFr300m provi- 
sion for restructuring tbe 


group's stainless steel 
operations, which could lead 
to 2,000 Job losses. The com- 
pany also plans to spend up 
to 9105m to buy out minori- 
ties of J&L Specialty Steel in 
tbe US. of which it owns 53.4 
per cent 

Tbe group said second-half 
results would be less favour- 
able than those of the first 
six months, although its full- 
year performance should 
show a clear improvement 
from 1997. Most plants were 
working at capacity, particu- 
larly those supplying the car 


industry, widely recognised 

as one of the group's strong 
points.' 

Mr Mer would not reveal 
how much Usinor was offer 
ing the government of Wal- 
Ionia. Belgium’s French 
speaking southern region, 
for a majority stake is Cock- 
eriU Sambre, one of western 
Europe’s last large, state- 
dominated steel makers. 

Usinor was left as the sole 

interested party in the 
privatisation after Thyssen 
Krupp Stahl withdrew last 
week. 


Deutsche 
Bank 
IT chief 
to retire 

By Tony Barber fa Frankfurt 


Deutsche Bank, Germany's 
largest bank, said yesterday 
its management board mem- 
ber responsible for informa- 
tion technology, Michael 
Entires, wanted to retire 
from his post by the end of 
the year. 

However, the bank denied 
German press reports of a 
wider shake-up at the top of 
the bank, which has gone 
through an unsettling time 
due to its exposure to the 
Asian and Russian financial 
crises, its involvement in the 
Nazi gold controversy and 
the defection of many of its 
investment bankers. 

The bank particularly 
emphasised that Ronaldo 
Schmitz, board member 
responsible for investment 
banking, would keep his job. 
There has been repeated talk 
in Frankfurt's financial com- 
munity that Deutsche’s chief 
executive, Rolf Breuer, is 
dissatisfied with Mr 
Schmitz's performance, but 
tbe h ank has brushed aside 
the rumours as nonsense. 

Deutsche was rocked ear- 
lier this year by the defec- 
tion of its 130-member Tech- 
nology Group of investment 
bankers to Credit Suisse 
First Boston. 

Mr Breuer played down 
the episode, saying it was 
inevitable that staff came 
and went, pointing out that 
the defectors represented 
only a tiny proportion of the 
bank’s 75,000 employees. 

The bank, said Mr Endres. 
60, had previously expressed 
a wish to leave his job by the 
end of 1998. 

Banking sector analysts 
said Peter Gerard, a Deut- 
sche executive in charge of 
technology development, 
had long been tipped to 
replace Mr Endres. 

However, the bank is keen 
to recruit outside talent - 
Hcrraann-Josef Lamberti, 
who is about to leave as 
head of IBM's German 
operations. Is a front-runner. 


Bertelsmann 
signals it may 
quit Premiere 


By Frederick Stfldemam 
fa Gfiterskfa 

Bertelsmann, the world's 
third biggest media group, 
signalled yesterday it would 
withdraw from its digital 
pay-TV business in Germany 
if a solution were not found 
to consolidation in the 
sector. 

Mark Wtissner. chief exec- 
utive. said: “Our intention, is 
to bring this matter to a 
close In tbe next few weeks." 
He said that after years of 
delay because of fights with 
Kirch, the German broad- 
casting and programme 
distributing group, and 
vetoes by domestic and 
European Union competition 
authorities, Bertelsmann 
had reached tbe point where 
a decision had to be made. 

Through Its 40 per cent 
stake in CLT-U£a. the Lux- 
embourg-based broadcaster, 
Bertelsmann is a partner 
with Kirch in Premiere, a 
loss-making analogue 
pay-TV channel which is 


being upgraded to digital 
technology. 

Plans by the two compa- 
nies to Increase their stakes 
in Premiere have fallen foul 
of tbe German cartel office, 
while an earlier proposal for 
a full-scale merger of their 
digital pay-TV activities in 
an alliance with Deutsche 
Telekom, the partially priva- 
tised telecoms group, was 
blocked this year by the 
European Commission. 

Other board members said 
the impasse over the devel- 
opment of digital pay-TV 
was raining the performance 
of CLT-Ufa. 

Bertelsmann executives 
said solutions ranged from a 
complete exit from Premiere 
to the inclusion of an outside 
partner to satisfy the cartel 
office. Possible candidates 
include Vivendi of France, 
with which Bertelsmann 
already bas joint ventures. 

Bertelsmann said a settle- 
ment would not involve tak- 
ing on the losses incurred by 
Kirch at DF-1, a digital 



Mark WSssnen Bertelsmann has reached point where a decision must be made 


Reuters 


pay-TV company launched 
two years ago whose start-up 
costs have severely strained 
the privately held Kirch. 

Negotiations between the 
two companies have been 
clouded by reports that 
Kirch Is in talks with poten- 
tial Investors, including 
Rupert Murdoch's News Cor- 
poration, Mediaset of Italy, 
and Prince Alwaleed bin 
Talal of Saudi Arabia. 

These have been used as a 


bargaining chip by Kirch, 
which is also trying to 
exploit Mr WBssner’s appar- 
ent desire to reach a settle- 
ment before he stands down 
as chief executive at the end 
of next month. 

Bertelsmann’s sales in the 
1997-98 financial year rose 
2.4 per cent to DM22.9bn 
(|13.6bn). The figure was 
boosted by disposals and 
beneficial exchange rates. 
Pre-tax profits rose 33 per 


cent to DM1.7bn, although 
this included earnings from 
businesses which the group 
has since sold. With these 
stripped out, pre-tax profits 
were DMl.3bn. 

Mr WOssner said the earn- 
ings were DM200m-DM300m 
below expectations, because 
of stagnation in the book 
and music markets and 
structural problems in the 
group's book club in 
Germany. 


Veba to refocus after warning 


By Ralph Atkins fa Bom 


Veba, the German 
conglomerate which last 
month warned of a signifi- 
cant drop in net profits this 
year, is looking to spin off its 
Stinnes distribution and 
logistics company and to 
concentrate on just three 
business areas - energy, 
chemicals and telecommuni- 
cations. 

The Dflsseldorf-based 
group confirmed yesterday It 
expected the planned stock 
market listing of 49 per cent 
of Sti n nes to be followed by 
the notation of the remain- 
ing shares within the next 
few years. Stinnes could 
have a value of about DM3bn 
($l.78bn). 

The revised strategy 
reflects the pressure on 


Ulrich Hartmann, chairman, 
to revive the earnings perfor- 
mance of Germany’s fourth- 
biggest company, which has 
lost some of its lure as a 
shareholder-orientated 
group. , 

Isabelle Hayen, utilities 
analyst at Goldman Sachs in 
London, said the increased 
focus, and apparent inten- 
tion to quit a main business, 
was “encouraging”. 

Veba announced last year 
plans for an initial public 
offering of 49 per cent of 
Stinnes, which is now expec- 
ted early in 1999. Stinnes 
consists of large numbers of 
small subsidiary businesses 
that are not regarded as a 
good fit within the ultimate 
parent group. Stinnes is 
undergoing a restructuring 
which is expected to leave 


the group with sales of about 
DM25 bn,- compared with a 
total of DMS2bn for the 
entire Veba group. 

Last year, Stinnes reported 
after-tax profits of DM2l2m, 
on turnover of DMlS.lbn. 
The timing and size of the 
sell-off would depend on 
market conditions. 

Meanwhile, Veba said Its 
investment priorities in the 
future would be concen- 
trated on its three newly- 
identified business areas. 
Energy would cover its 
PreussenElektra and oil 
interests, and could see joint 
marketing of different 
energy sources. 

Chemicals would cover its 
Degussa-HUls interests. Tele- 
communications would 
include o.tel.o, its joint ven- 
ture with RWE, the Essen- 


based conglomerate. Veba 
said there had been no per- 
sonnel changes as a result of 
the strategic rethink. 

Veba also denied reports it 
was planning to sell other 
businesses besides Stinnes. 
It was already overhauling 
its loss-making MEMO sili- 
con wafer subsidiary. 

• RWE, the industrial con- 
glomerate. said yesterday it 
would pay a 10 pfennig “cen- 
tenary bonus" on top of a 
planned dividend of DMl.70 
a share for the year ended 
June. The jump, from 
DMl.60 last time, follows an 
increase in net profits by 
10.1 per cent to DML43bn. 
Separately, RWE announced 
it was extending the con- 
tract of Dietmar Kuhnt. 
chairman, until the end of 
2002 . 


GENCOR LIMITED 

I Incocpumcd id the Republic or Smith Africa i 
Company ReyMrotkm No 01/01 
ifwmcrij Genoa! Mining Unuxi Corporation Limited l 

PAYMENT OF COUPON NO L55 
(Dividend No 145) 

HOLDERS OF SHARE WARRANTS TO BEARER will receive 
pay-mem on or after 2 October 19Q8 at the rate of 3.&R29p the 
amount declared pci thaie. again-.! surrender of Coupon No 155. 
Coupon* mutt be deposited for FOUR CLEAR DAYS for 
inspection before payment will be made: 

In London At 1-5 Strand. London WC2N 5HA 


In Paris 


At Credit du Nord 


In Switzerland At Credit Suisse/First Boston. Zurich: Swiss 
Bank Corporation, Zurich: Union Bank of 
Switzerland. Zurich: or at any ot their 
branches. 

Coupon* belonging to holders resident in Great Britain and 
Northern Ireland will be paid as follows: 

Pence 

Amount of dividend 3.8S29 

Lcsi United Kingdom Income Tax of 2^ 0.7766 

H063 

Listing forms can be obtained from the United Kingdom Office. 

For and on behalf of 
Gencmr Limited 
C Kennedy 


United Kingdom Office: 
Project Consultants Limited. 
Spaiun House 
20 Bell Meadow Rd 
Hook. Hants. RG27 9HJ 


24 September 1998 
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Munich 
Re hidden 
reserves 
shrink 

By Totiy Barber 


Munich Re, Europe's largest 
reinsurance group, said yes- 
terday turbulence on world 
markets resulted In the 
value of total bidden 
reserves falling from 
DM90.7bn lS53.Sbn> at the 
end or June to DM74bn 
about a week ago. 

In a sign of increasing 
transparency about its activ- 
ities, the company said the 
hidden reserves for its main 
reinsurance group were 
worth DM82bn on June 30, A 
managing board member, 
Helner Hasford, described 
the subsequent fall as “cer- 
tainly noticeable, but not in 
any way serious”. 

He said it was more signif- 
icant that even a recent fall 
of 20 per cent in the DAX 
blue chip stock market index 
had not damaged Munich 
Re's financial strength. 

Commitment to greater 
transparency, part of 
Munich Re's preparations for 
a possible listing in New 
York. London or Paris, was 
demonstrated in June when 
it said it would end the dis- 
tinction between registered 
shares, of which there are 
82m, and its bearer shares, 
of which there are only 3m. 

It said the conversion of 
the bearer shares into regis- 
tered shares would raise 
DM740m. With DM2.1bn 
from a share rights issue last 
month and another DM42Tm 
expected when shareholders 
pay for partly-owned regis- 
tered shares, the company is 
raising almost DM3Jbn from 
Its capital restructuring. 


Ikea to create 
worldwide staff 
‘university’ 


By Tfai Burt in Stockholm 


Tkea. the world's largest 
furniture retailer, is plan- 
ning to set up a company 
university to train managers 
and staff in its 149 stores in 
Europe. North America and 
south-east Asia. 

Executives at the Swedish 
group have begun drawing 
up proposals for a “mobile 
campus”, from which senior 
managers would conduct 
courses for Dcea's 40.000 staff 
in 29 countries. 

-We will form a sort of 
Ikea university for training 
new and existing employ- 
ees,” said Anders Moberg, 
chief executive. “It would 
move around the world and 
adapt courses to the markets 
where we operate.” 

Mr Moberg said the 
scheme reflected a shortage 
of qualified retail staff, par- 
ticularly in eastern Euro- 
pean and Asian emerging 
markets where Ikea has 
expanded rapidly. 

“In terms of financial 
resources, we could have 
expanded even faster. But 
tbe biggest challenge has 
been to get enough trained 
people to operate the stores," 
he said. 

This year, Ikea is expected 
to open 11 stores employing 
more than 4,000 workers - 
Including its first store in 
China. 

Mr Moberg said turmoil in 
emerging markets and 
recessionary pressures in 
western Europe would not 
impede expansion. “We are 
proceeding with plans to 


open our first stores in Rus- 
sia, for example, while in the 
UK. I would like to have six 
stores around London rather 
than three." 

In eastern Europe, Mr 
Moberg said Ikea was devel- 
oping a number of retail 
parks where it was leasing 
space to other retailers, 
including Tesco. the UK 
supermarket chain. 

That expansion has been 
funded by sharply Increased 
profits of SKr7.3bn (S931m) 
on sales of SKr46bn In tbe 
year to August 31 last year. 
In the next few days, Ikea is 
expected to release 1998 fig- 
ures showing that sales have 
exceeded SKrSObn for the 
first time. 

Mr Moberg, Ikea chief 
executive for the past 12 
years, said improved train- 
ing was vital to ensure that 
Ikea's Scandinavian brand 
was not diluted by the com- 
pany's global ambitions. 

Initially, several senior 
Ikea managers would be sec- 
onded to the so-called uni- 
versity as tutors. 

Existing retail staff would 
attend refresher courses, 
while new employees in 
emerging markets would 
study marketing, logistics 
and customer relations. 

“We find that many of our 
managers are strong in just 
one area, such as finance or 
purchasing.” said Mr Mob- 
erg. “We need to give them a 
broader skill base. We will 
not use outsiders for this, 
but some of our most experi- 
enced managers will be 
moved into training.” 


Swisscom 
yows not 
to delay 
offering 

By WilHam Hail in Zurich 


The flotation of Swisscom, 
Europe's biggest initial pub- 
lic offering this year, seems 
certain to go ahead on sched- 
ule in spite of a growing 
trend among other compa- 
nies to delay their market 
debuts because of turmoil in 
the global financial markets. 

Ulrich Gygi, director of the 
Swiss finance ministry, 
indicated yesterday there 
would have to be the 
equivalent of a “financial 
Armageddon" to prevent 
Swisscom's launch on the 
New York and Swiss stock 
exchanges on October 5. 

The final price for the IPO, 
which is expected to raise 
SFrt.3bn-SFr9.lbn ($5.25bn- 
$6.55 bn), will he set over the 
first weekend of October. 

Bankers close to the book- 
building process say they 
have already received suffi- 
cient indications of demand 
to cover the offer. 

The Swiss government's 
commitment to proceed with 
its IPO contrasts with some 
European companies, such 
as Spanish transport group 
Azkar and Austrian Airlines, 
which have postponed capi- 
tal raising plans. 

There has also been specu- 
lation that Goldman Sachs, 
the US investment bank, 
might have to delay Its stock 
market flotation unless the 
demand for IPOs recovers 
rapidly. 

Mr Gygi said yesterday: 
“There is volatility in the 
markets but telecom stocks 
have been pretty robust. 

'The Swiss Performance 
Index may have fallen by 
over 25 per cent from Its 
summer peak, but it is still 
the same as it was at the end 
of 1997 and over 50 per cent 
up on the level at the end of 
1996," said Mr Gygi. 

Initial reports suggest that 
the Swisscom issue has gen- 
erated more interest among 
international investors. 

Based on a price range of 
SEr330-SFr410, Swisscom is 
being sold on an estimated 
1999 price earnings multiple 
of between 13 and 16, 

This compares with an 
average multiple of 17 for 
northern European telecom 
stocks. 

In terms of enterprise 
value as a ratio of earnings 
before interest, tax and 
depredation, the most popu- 
lar valuation yardstick for 
telecoms groups, it is being 
priced at between 6.2 and 7.4 
times analysts' estimates, 
compared with a peer group 
average of 6L2. 


NEWS DIGEST 






Defence sales help to lift 
Lagardere by 17.5% 

Lagaitfere, the French defence and publishing group, has 
announced a 17J5 par cent advance fii first-half profits arid 
predicted asrgnfficsjint Increase for the fuH year. The com- 
pany, which Is set to piay an faiportant part in French 
defence restructuring by m&gihg its defence interests with 
state-owned Aerospatiale, yesterday reported net attribut- 
able profit of FFr544m ($98.1 m), against FFr463m the pre- 
vious year. The result was achieved on sales up 10 per 
cent, or 7.4 per cant on a Hke-for-tike basis, to FFr33bn. 
Operating Incottie efimbed 16 per cent to FFr1.61bn. 

Defence played ah Important part in the upturn, with 
income from the group's high-technology sector, which 
includes both 50 per cent-owned Matra BAe Dynamics 
and 51 per cent-owned Matra Marconi Space, strongly 
ahead, reflecting progress on important export contracts. 

The six-monthly improvement came in spite of a sharply 
higher tax bill - FFr833m against FFr380m - reflecting tax 
loss carry-forwards in the 1997 figure. This was compen- 
sated in part by FFr5lm of non-operating income, com- 
pared with FFr185m in non-operating expenses logged the 
previous year. 

The figures were published after the Paris stock market 
closed, with the group's shares ahead FFr2, or 1.2 per 
cent, at FFr167.50, recouping a small part of the previous 
day’s heavy losses. David Owen, Paris 

CORPORATE CLIENTS 


Travellers to be offered new card 

The first multi-purpose corporate card aimed at travelling 
business people Is to be launched next month by three 
French groups and a US financial services company. The 
first cards - allowing holders to make payments, withdraw 
cash and store air miles - will be issued to corporate cli- 
ents by the middle erf next month. The French partners are 
Air France, the state-owned airline, banking group Ctedft 
Lyonnais, which is due to be privatised next year, and 
Accor, the hotel group which operates 1.350 hotels world- 
wide, including the Novo tel and Ibis chains. American 
Express, the US financial services group, is the fourth 
partner. 

‘Travel is the third biggest expense tor companies, M said 
Pascal Lamy, a board member of Credit Lyonnais. The 
card, expected to operate like existing payment cards, win 
be accepted by most hotel chains, the consortium said. It 
will also allow cash withdrawals at all automated teller 
machines operated by Credit Lyonnais and American 
Express. At a later stage, it is destined to replace the 
American Express Corporate card and Air France's 
“Frequence Plus" air mile programme. 

Travellers buying airline tickets with the card will be able 
to store Air France air miles on it The airline wiU offer a 5 
per cent discount on ticket purchases to ail companies 
which provide the card to their employees and spend 
more than FFr50,000 ($8,851) a year on travel. Accor will 
offer discounts to card holders spending more than 20 
nights a year In Its hotels. Samer Iskandar, Paris 


WALLENBERG 
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Investor to relocate London unit 

Investor, the main investment vehicle for Sweden's Wallen- 
berg business empire, said yesterday it planned to relo- 
cate its new investments unit from London to New York as 
part of a strategy to increase its US holdings. 

Officials said the move signalled an accelerating shift in 
Investor’s portfolio towards smaller start-up companies 
and leveraged buy-outs. Investor has already indicated 
that up to 15 per cent of its SKrl OObn ($1 2.7bn) portfolio 
will be weighted to smaller companies and buy-outs in the 
future. Tim Burt, Stockholm 


ENGINEERING 


Atlas Copco in US integration move 

Adas Copco, the Swedish engineering group, yesterday 
announced plans to fully Integrate the operations of its US 
rented operations with those of Prime Service, the US 
equipment rental company acquired last year for $90Om. 

Giulro Mazzalupi, chief executive, said: “We are capitalis- 
ing on the competencies the two companies currently 
have and creating a second solid business segment for 
rentals to industrial users." Atlas Copco's most commonly 
traded A shares rose SKrl 0.50 to SKrl74. Thn Burt 

SOVEREIGN ISSUES 


Belgium introduces domestic franc bills 

Belgium wiH today launch an expanded short-term treasury 
bill programme to include paper denominated in Belgium 
francs. The new programme follows earlier moves 
designed to develop the government bond market ahead 
of European monetary union. 

Last November Belgium became the first country to 
issue domestic long-term government bonds denominated 
In foreign currencies - the D-Mark and French franc - as 
part of moves designed to attract a more international 
investor base ahead of Emu. Post-Emu, these foreign cur- 
rency bonds will become interchangeable with an existing 
government bond denominated in Belgium francs known 
as OLO, issued since November 1997. 

The existing short-term treasury bill programme was 
introduced two years ago and included paper denomi- 
nated only in foreign currencies. Like the French franc and 
D-Mark denominated bills, the Belgian franc paper will 
issue bills with maturities of up to one year. 

Jean-Pierre Arnold!, administrator general at the Belgium 
treasury, said the introduction of domestic franc bills was 
designed to widen the country’s debt market by attracting 
a new Investor base. Khozetn Merchant 


BROADCASTING 


TVP plans digital links 

(TVP). Poland's stale-owned broadcaster, 
“j? J5J C sector television stations to establish 

a digital Iplatform to rival 8 Entertainment's digital Wizia 

2JS2 5 r with a ***'** dlretf-to-home 

service at the end of last week. 

TVP this week signed a letter of intent with Polsat, a pri- 

^?^S br0ad f Ster Lj ster Cit y> te^r of An £ 

ance of cable operators wrth around 800,000 subscribers, 
and Tetewiqa Canal Plus Polska, a pay-TV station which 
puts out terrestrial and satellite services. 

Wizja TV already has access to 870,000 cable viewers 
tirough Polska Telewoja Kabiowa, which is part of © 
entertainment. 6 Entertainment has raised around $ 325 m 
in toe past 18 months to fund hs cable and satelliteven- 
tore in Poland. Lew Rywin, the head of TCP. said yester- 

®sreement for the 

platform to be signed “within 10 days". 

Originally, the talks included Tetekomunlkacja Polska SA 

sEfS’J 1 * nationa tetecoms operator to be privatised. 

TP SA have yet to make up their mind about the ven- 
ture," Mr Rywin said. Christopher Bob ins ki, Warsaw 
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THERE IS A POWERFUL 
NEW FORCE IN THE WORLD 

OF FINANCING. 



Wcimr Newcourr. And our customer-focused approach ro commercial and corporate 
tinancing is different than anything in the industry. Our 5.CCC dciicareJ. highly 
imvivaied employees are delivering these customised solutions in 24 countries. 
Founded in 19Si, today Ncwcourr has alliances with such world leader* Lucenr 
Technologies, Dell Computer and Yamaha Moror. And just wait until wu see what 
we have planned tor the tururc. ww.ne\w:ourt.com 
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COMPANIES & FINANCE: ASIA-PACIFIC 


PROPERTY HK DEVELOPER’S PROFiT_HALVED 

Sino Land hit 
by HK$1.3bn 
provisions 


By Louise Lucas in Hong Kong 

Sino Land yesterday became 
the latest Hong Kong 
property developer to report 
hefty provisions and stock 
market losses which halved 
net profits for the year to 
June 30. 

The group, one of the more 
aggressive developers, made 
provisions of HK$1.3bn 
(US$1 68m) against properties 
and took a HK$562.97m loss 
on the sale of long-term 
listed investments. 

Net profits fell from 
HK$1.85bn to HKS908.6Sm. 
The full-year dividend 
payout will also be halved, 
from 26 cents to 13 cents. 

Sino Land helped buoy 
profits - and. more 
Importantly in the current 
environment of high interest 
rates and tight credit and 
cash flow - by selling 
properties which had been 
earmarked for leasing. 

Total sales more than 
doubled, from HK$2bn to 
HK$5.43bn, despite lower 
prices. 

More developments have 
been put on the market since 
the June 30 year-end and. 
according to Sino Land, have 
yielded good results. 

Property prices in Hong 
Kong have fallen about 45 
per cent from their peak last 
June, and further falls of up 
to 30 per cent are expected. 

Prices began to plunge 
with the onset of the Asian 
financial crisis; Hong Kong, 
alone of the main freely 


convertible Asian 
currencies, held on to Its 
fixed exchange rate, bearing 
the brunt through asset 
deflation. 

Despite the increased sales 
activity, rental income 
remains a big contributor to 
Sino Land’s income. 
Completed rental properties 
of some 6.4m sq ft represent 
40 per cent of the group’s 
total land b ank. Gross rental 
revenue grew 7.7 per cent to 
HKSLSlbn. 

Robert Ng. chairman, said 
occupancy rates and rents 
were respectable. “Overall 
leasing performance has 
been satisfactory with the 
successful fresh letting of 
new buildings while 
maintaining an effective 
programme of retaining 
existing tenants." 

New tenants signing leases 
include department stores, 
despite the depressed retail 
environment 

Jusco of Japan and 
Carrefour of Prance are both 
taking up more space In the 
newly renovated Tuen Mun 
Town Plaza in the more 
remote New Territories. 

Mr Ng said that while the 
coming years would be 
challenging, Sino Land 
would continue to invest in 
the property market when 
opportunities arise. 

Earnings per share fell 
53.88 per cent, from 64.4 
cents to 29.7 cents; stripping 
out the provision, earnings 
per share rose 13 per cent to 
72 cents. 


HIH Insurance makes A$242m bid for FAI 


By Gwen Robinson in Sydney 


HIH Insurance. the 
Australian general insurer, 
yesterday launched a sur- 
prise takeover bid for FAI 
Insurances, Australia’s sixth 
largest general insurer, fur- 
thering the trend toward 
consolidation in the coun- 
try's insurance industry. 

H3H, formerly part of the 
Winterthur Swiss insurance 
company, said it had 
acquired a 14.3 per cent 
stake in FAI from the Adler 


family, the target's largest 
shareholder, and intended to 
make an offer for the 
remaining 1 ordinary shares. 

It plans to raise ASlSOm 
(US$87m) in a converting 
note issue to finance the bid. 
Rodney Adler, FAI manag- 
ing director, said the family 
would accept HUTs offer for 
its remaining 16 per cent. 

The bid. which values 
FAT's 317.2m issued shares at 
about A$242m, was part of 
HUTs plan to become the 
leader in the Australian gen- 


eral insurance market, said 
Ray Williams, managing 
director. 

M ft’s going to become 
extremely difficult for mid- 
size players in the future," 
he said. 

HIH will make a scrip offer 
to FAI shareholders of one 
HIH share for every three 
FAI shares, or a cash-and- 
scrip alternative of A$2J25 
with one HCH share for every 
Six FAI shares. 

Based on Wednesday's 
closing price of AS2J29 for 


HIH shares, the offer values 
each FAI share at 7&3 cents, 
a premium of about 47 per 
cent over FATs closing price 
of 52 emits on Tuesday. 

FAI shares closed up 19 
cents at 71 cents, well up 
from recant tows of 41 cents: 

Mr Adler's decision to sell 
was- p r om pte d by the wave 
of rationalisation sweeping 
the Australian insurance 
industry, which he said 
could have left FAI “a small 

house in an ocean of sky- 
scrapers”. 


Pakistan’s foreign banks 
keep nervous eye on IMF 

Talks about the country's monetary policy may bring about in an 
end to the dual exchange rate, writes Farhan Bokhan 

Ti 


Colonial this year acquired 
the Australian and New Zea- 
land operations of UK 
groups Prudential Carp and 
Legal & General, while AMP 
launched a A$3bn hostile bid 
for GIO Australia Holdings. 

For HIH, the deal would 
make it the largest general 
insurer in Australia, with 
A$2.67bn in gross written 
premiums - well above the 
AS2.04bn of NRMA, the near- 
est rival, the company said. 

FAI made a net loss of 
A$4.76m last year, against 


(figure tolar b depoatts (Rff tx$ 


he stakes are high for 
Pakistan's 21 foreign 
banks as the country 
prepares to conclude its first 
round of loan talks with the 
IMF, likely to last until the 
weekend. 

Both sides are understood 
to be working towards a new 
loan agreement to help the 
country stave off an impends 
ing foreign-debt crisis and 
revive foreign and domestic 
investments. 

Government officials say 
that the talks in Islamabad 
with a fund mission could 
continue on the sidelines of 
the IMF-World Bank annual 
meetings. 

Although foreign banks 
account for less than l per 
cent of the country's domes- 
tic and foreign branches, 
they can claim almost 22 per 
cent of the total bank 
deposits. 

In the past five years, they 


have generally remained 
profitable, concentrating on 
relatively more secure areas 
such as financing Pakistan's 
international trade and lend- 
ing to multinational compa- 
nies. 

But the fund mission is 
expected to raise a number 
of issues on Pakistan's mon- 
etary policy. Including a new 
dual exchange rate. Intro- 
duced in July, the new rate 
was designed to halt a steep 
fall in the rupee exchange 
rate. 

Pakistani exporters are 
allowed to convert their for- 
eign earnings under the 
Fibor (floating interbank 
rate), which is the average 
rate between the official 
exchange rate and the open 
market rate. 

Since the early summer, 
the open market rate had 
risen to almost 30 per cent 
above the official rate at its 


peak. The fond may want to 
revert to a more realistic 
exchange rate of not more 
than 8-10 per cent higher 
than the open market rate, 
which prevailed until the 
early summer. 

Many analysts say a deval- 
uation of the rupee as part of 
a new agreement is likely in 
a bid to boost exports and 
prevent a speculative Call of 
currency. 

For banks, that could 
mean an end to the recent 
uncertainty across the cur- 
rency markets and may help 
attract more depositors in 
rupee-denominated instru- 
ments. However, the 
long-term outlook depends 
on how fast Pakistan can 
overcome the fall-out from 
its recent policy of suspend- 
ing seven years of liberal for- 
eign-ex ebange policies. 

Under a 1991 liberalisation 
policy, residents were 
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Industry Expertise 


BenckiserN.V. 

Benckiser N.V. warned to achieve a global investor base to . IP, 
match its businesses. By positioning Benckiser as a premium 
household goods producer, we appealed to a wide range 
of high-quality institutional and mail investors. 



HypobanklVereinsbank 


The first German bank industry mega-merger, the 

. 1 

merger of equals between Vereinsbank and 

S' M- ill 1 

Hypobank, raised significant market attention and 

" 1 

created a leading super-regional institution. We acted as independent adviser 

to Hypobaok. 



Munich Re 

To meet Munich Re's goal of improving the competitive 
position of its dia-a insurance activities, we advised the 
remsurcr in. a DM15 billion merger of equals, creating 
ERGO, the second-largest German direct insurer. We enabled Munich Re, the 
largest stakeholder, to improve the viability of a large part of its assets. Shares of 
both ERGO and Munich Re have since outperformed the market. 



Land North Rhine-WestphaUa 

North Rhine-Westpbalia wanted to monetise their 
stake in Deutsche Lufthansa. As lead manager and 
sole bookrunner, we tapped a newly developing 
convertibles investor base and achieved attractive pricing in a difficult 
market, using the flexibility of an exchangeable bond structure. 



SAP 

In August 1996. SAP required an extensive 
marketing effort for its secondary offering. As lead 
manager for our first German issuer, we overcame 
technology-sector 1 skepticism and generated wide demand. Two years later, 
when SAP undertook a major initiative lo raise its U.S, visibility, we acted 
as co-adviser for its listing on the NYSE. 



State of Lower Saxony/NordLB 

Pressured by steel industry fundamentals, Lower 
Saxony and NordLB required the utmost speed in 
floating their jointly-owned majority of Salzgitter 
AG. As joint global coordinator, we advised on an international secondary 
offering, and rapidly placed 60% of Salzgjtter to an interna tion al range 
of investors. 
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allowed to maintain foreign- 
currency deposits and freely 
withdraw their money. But 
on May 28 this year, after Its 
nuclear tests. Pakistan froze 
up to Sllbn deposited in 
those accounts. 

The freeze was ordered as 
the government’s own liquid 
foreign-exchange reserves at 
the time were just above 
$lbn. Officials conceded pri- 
vately that in reality the for- 
eign-currency deposits no 
longer existed. Foreign 
banks had deposited the 
money with Pakistan's cen- 
tral bank, which gave it to 
importers to meet the coun- 
try's international trade defi- 
cit 

While many critics argue 
that Pakistan may not be 
able to revive foreign cur- 
rency depositors’ confidence 
for several years, others see 


it as an opportunity. 

Zakir Mehmood, country 
head. Credit Agricole Indo- 
suez. the French bank, says: 
“It is a misconception that 
dollarisation was a help to 
foreign banks. We can now' 
move to quickly develop a 
local rupee deposit” 

Foreign banks may even 
have an edge over Pakistan’s 
public-sector banks, which 
are reeling under the pres- 
sure of bad debts and whose 
financial restructuring could 
take years. 

"Clients would want banks 
with quality management 
and offering the best 
returns, and we would be in 
the best position to offer all 
that." says Zahid Rahim, 
country head. Standard 
Chartered Bank. Mr Rahim’s 
bank is one of the increas- 
ingly aggressive players. 


He says that foreign banks 
have so for “only scraped the 
surface". His expansion 
plans for the next year 
include launching a £7m 
($11. 8m) investment in 
information technology. He 
is also convinced that for- 
eign banks have an edge 
over domestic banks in 
giving better quality of ser- 
vice. 

However, the future also 
depends on Pakistan's econ- 
omy. There Is concern that 
the IMF-led reforms could 
stagnate economic growth in 
the short term as painful 
restructuring begins. 

"The next year or so could 
be palnfoL Like then rest of 
Pakistan, bank? could suffer 
from the effects of an eco- 
nomic slowdown before 
things get better," says one 
analyst 


Indonesia to take stake 
in First Pacific Company 


By Louise Lucas 


The Indonesian government 
is to acquire a 5 per cent 
stake in First Pacific Com- 
pany in a deal with the 
Salim Group, which controls 
the Hong Kong-listed Aslan 
conglomerate. 

Salim Group, which owns 
54 per cent of First Pacific, is 
transferring a package of 
assets to a company con- 
trolled by the Indonesian 
government to settle 
Rp48,0QQbn ($4.32bn) worth 
of outstanding liabilities. 

The bulk of these liabili- 
ties comes from credit 


extended to PT Bank Central 
Asia, which the Salim family 
jointly owned with two chil- 
dren of former president 
Suharto. 

The bank, the largest pri- 
vate one in Indonesia, was 
taken over by the Indonesian 
Bank Restructuring Agency 
this year. 

A small part of the debts 
are to be settled with the 
First Pacific stake which, at 
yesterday’s close of 
HK$2.325. was worth 
HK$272m (US$35Jjn>. 

First Pacific insisted the 
deal would not affect man- 
agement or corporate gover- 


nance of the company. 

A 5 per cent stake does not 
make the Indonesian govern- 
ment eligible for board rep- 
resentation. although the sue 
Salim representatives - out 
of a total of 13 - could be 
reduced. 

Hong Kong analysts said it 
was unlikely a 5 per cent 
stake, even were it to be sold 
quickly, would be a signifi- 
cant overhang on the stock. 

However, it is unclear 
whether the Saiim deal 
draws a line under its obliga- 
tions to the government; and 
pressure to sell more assets 
could focus on First Pacific. 


Kia auction cancelled again 


By John Burton 
ki Seoul 

A second auction for South 
Korea's bankrupt Kia Motors 
and its truck division Asia 
Motors was cancelled yester- 
day after bidders demanded 
more debt write-offs than 
had been approved by bank 
creditors. 


A similar demand for large 
debt write-offs caused the 
first auction for Kia to be 
aborted at the beginning of 
September. 

Creditors must now decide 
whether to accept additional 
debt write-offs or try to sell 
Kia as part of an industrial 
restructuring plan among 
Korea's three remaining car- 


makers - Hyundai, Daewoo 
and Samsung - which all 
submitted bids for Kia on 
Monday. 

Banks had earlier offered 
to write off Won2,900bn 
C$2. lbn) of debt principal out 
of Kia's total estimated debt 
of WonI3.000bn, while pro- 
posing a rescheduling or 
debt payments. 


PAL closes as union talks fail 


By Tony Tassen fire Manila 

Philippine Airlines ended 
operations at midnight yes- 
terday after failing to reach 
agreement with its unions 
on a last-minute proposal to 
save the national carrier. 

Joseph Estrada, the Philip- 
pine president, said last 
night that his government 
had tried everything to pre- 
vent the airline from closing. 
He added that PAL’s major- 


ity shareholder, Lucio Tan, 
the Filipino-Chinese busi- 
nessman, had “given up” on 
the airline and was no lon- 
ger interested in it. 

The government was pre- 
paring yesterday to minim- 
ise the economic fall-out of a 
PAL closure on the country 
through disruptions in such 
areas as air freight, tourism, 
postal services and cheque 
clearing. 

Three smaller rival air . 


lines - Air Philippines. 
Asian Spirit and GrandAir - 
have pledged to double their 
collective seat capacity 
within the next 25 to 30 days. 

PAL has been incurring 
steep losses, struggling to 
cope with its $2bn debt pile 
amid foiling demand in the 
wake of the regional finan- 
cial crisis, the slide in Asian 
currencies against the dollar 
over the past year and a 22- 
day strike by pilots in July. 


BUSINESSES FOR SALE 


Appear In the Fina ncial Times every Tuesday, Friday and Saturday 
For further information, or to advertise In this section, please contact 
Marion Wedderbum on 0171 873 4874 




A$l&74m profit a year ago. 

Mr Williams said he expec- 
ted cost savings of- about 
A$3ten in the first year or 
combined operations. 

• Marsh Electrical of the US 
yesterday made a takeover 
bid for. Metal Manufactures, 
an Australian metal prod- 
ucts company. The offer of 
AS2.05 a share valued the 
group at AS290m. The bid 
was announced after the 
close of trading. 

Observer, Page 15 
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INSURA NCE ME RG ER W ITH AXA EQUITY LAW OFJFRANCE MAY BRING ANNUAL SAVINGS OF $73m 

Sun Life beats dividend expectations 


COMMENT 


Ladbroke/Coral 


By Andrew Boiger, 
Insurance Correspondent 


Sun Life and Provincial 
Holdings, the UK insurance 
arm of Prance's Axa, backed 
an upbeat trading statement 
with an unexpectedly high 
increase of 15J3 per cent in 
its interim dividend. 

Sun Life, which merged 
with Axa Equity Law last 
year, also said the enlarged 
group now expected to enjoy 
annual savings of £44.4m 
($73m) from the merger, 


compared with its original 
estimate of £37m. 

The group's operating 
profit before tax rose to 
£l7&2m in the six month*; to 
June -30, up 9 per cent on a 
pro forma haste 

Lord Douro. chairman, 

said: “In the last 12 months 
we have merged three pairs 
of companies and have pro- 
duced considerably greater 
savings than we had expec- 
ted. At the same time, we 
have maintained our mar- 
gins and profitability in the 


intensely competitive life 
and pensions market." 

As expected, bad weather 
hit Axa Provincial, the 
group's general insurance 
business, which saw pre-tax 
profits fall from £76.6m to 
£70m_ 

“The underwriting loss of 
£16m was commendable 
when compared with our 
competitors," said Lord 
Douro. “Weather-related 
claims cost £9 An in the first 
half." 

Axa Sun Life, the life and 


pensions business, increased 
its profit before tax and 
exceptional items by 17 per 
cent from £88.5m to £1 03.6m. 

New business grew as a 
result of particularly buoy- 
ant single premium sales, 
but regular premium sales 
were slightly lower than the 
previous year as a result of 
intense competition. 

Lord Douro said: "We con- 
tinue to place profitability 
before market share. Indeed, 
we have maintained tbe 
margin on new business In 


1966 at the same level 
achieved throughout 1997." 

Axa Sun Life asset man- 
agement raised pre-tax prof- 
its by 46 per cent to £3&9m. 
supported by "buoyant mar- 
kets". 

The group said: “Looking 
ahead, the severe correction 
in investment markets 
which occurred in August 
will restrict comparable rev- 
enue growth in the second 
half erf tbe year if markets 
remain at their current lev- 
els." 


Sun Life and Provincial 
Holdings and Axa will spend 
£40m over four years in 
backing football's PA Cup 
tournament. 

Mark Wood, Sun Life's 
group chief executive, said 
Hie deal was an excellent 
opportunity to promote the 
Axa brand both in the UK 
and Internationally. 

Earnings per share rose 8 
per cent to lap (l&9p). The 
interim dividend is 4.4p 
(3.8p). Sun Life's shares rose 
lOp to 554p. 


Markets go on a bender and Diageo is nursing a headache 


The food-and-drinks group reports its first full-year results today. 
John Willman reports on progress nine months into the merger 

1 1 s the morning after the with analysts' expectations, turn in Venezuela, Guinness 


I t's the morning after the 
night before for Diageo, the 
food-and-drinks group that 
produces Johnnie Walker 
scotch whisky. Gordon’s gin 
and Smirnoff vodka. 

Nine months into the big- 
gest merger in the global 
spirits Industry, the share 
price has fallen more thaw 30 
per cent from its peak of 
795p in July - underperform- 
ing the market by 20 per 
cent At last night's close of 
518p, down 7%p, it is back 
more or less to the level of 
May last year, when Guin- 
ness and Grand Metropolitan 
announced their decision to 
merge. 

Diageo is well on track in 
bringing together tbe two 
drinks operations and reduc- 
ing overheads. But with eco- 
nomic turmoil spreading 
from Asia to tbe former 
Soviet Union and now 
threatening Latin America, 
investors fear the group’s 
unrivalled penetration of 
emerging markets has 
switched from asset to liabil- 
ity. 

“Those markets have been 
the backbone erf growth for 
Diageo.” says Mark PuleUds, 
drinks analyst at Merrill 
Lynch. “But no one now 
feels confident that they 
know when that growth will 
resume." 

Today Tony Greener, 
chairman. and John 
McGrath, chier executive, 
announce Diageo's first full- 
year results. A small drop in 
pre-tax profits is expected 
from £l.93bn to about 
£l.85bn ($3.05bn) - in line 


Sinkmg spirits 


The group has taken care lost about 40 per cent of 
to keep the markets well sales of premium scotches 


‘JonwMr'by *ririuu * (Oxi) 
Sumer King 


MnesSpHa 




briefed on the likely impact 
of tbe economic turmoil, 
notably with a year-end trad- 
ing statement issued on July 
6. rt said then that Asia 
would contribute less than 
£100m of profit in the year to 
June 30. compared with 
£170m two years ago. 

Elsewhere, however, the 
picture was better. Almost 
half the group’s operating 
profit comes from the buoy- 
ant US market, where the 
Pillsbury food business is 
dominant in refrigerated 
baked goods and Burger 
King has capitalised on dis- 
array at McDonald’s, the big- 
gest fast-food chain. And the 
quarter of profit which 
comes from Europe exclu- 
ding the UK has benefited 
from the economic growth in 
the region. 

That leaves two areas of 
concern: 

• The UK. with 9 per cent 
of profit, where tbe gather- 
ing economic gloom may 
have reduced sales of spirits 
and Guinness stout and 
beers 

• Diageo's “rest of tbe 
world” category accounting 
for 12 per cent of profits - 
more than half of them from 
South America. 

Fears that South America 
wfll catch the Asian conta- 
gion are behind several 
profit downgrades in recent 
weeks, according to Alex- 
andra Oldroyd of Morgan 
Stanley Dean Witter. When 
there was a previous down- 


and 30 per cent of standard 
scotches - only partially 
compensated for by a 30 per 
cent jump in cheaper whisky 
brands. “People will trade 
down," says Ms Oldroyd. 

Despite the difficult mar- 
ket conditions. Diageo is on 
course to make the £195m of 
cost savings promised by the 
end of the third year of the 
merger and has already iden- 
tified more than half tbe 
2,000 planned job losses. It is 
expected to raise tbe target 
for cost savings today, with 
Goldman Sachs estimating 
the final figure could be as 
high as £250m. 

Jack Keenan, bead of the 
United Distillers and Vint- 
ners spirits division, has 
completed a review of the 
portfolio and today’s results 
may include details of the 
“half dozen" brands he 
intends to sell. 

Tbe group has already 
been forced to sell Dewar's 
scotch whisky and tbe two 
Bombay gins to squeeze the 
merger past the regulators - 
the latter with some regret. 
But Bacardi-Martini was pre- 
pared to spend £l.l5bn to 
acquire the brands, almost 
double analysts’ estimates of 
what they would fetch. 

Mergers often offer third 
parties the opportunity to 
back out of joint ventures. 
So far. the only serious prob- 
lem for Diageo has been with 
Jose Cuervo, the Mexican 
company that makes the 
world’s most popular tequila 



Like most of its punters most , - .' 

of tbe time, Ladbroke has u “ 0rokB6roup 
hacked the wrong horse. Its *** 

unconditional acquisition of n * WSte,8 ‘ n,ta 

Coral bookmakers from Bass 120 

has backfired. True, It could 1 a |J| 

not have known it had outbid 11° -* — A Afl U 

the competition by 15 per ilk / y 9 1 L 
ccdL But clinching the deal mo I 1 \ 

by going unconditional was ^ t 

folly given likely political m \ 

pressure for a referral to 

competition authorities. And | 

now that the Monopolies and 80 1 

Mergers Commission has 

indeed blocked the sale - 701 — * — * — . — . — . — » — . 

albeit for fairly un compelling Jan 1998 Sep 

reasons - Ladbroke is in a smtBanmv 
pickle. In market conditions 

less favourable than last December, it is hardly likely to 
turn a profit on the forced disposal. But with any luck, it 
will be able to avoid a fire-sale. True, the stipulation that 
Coral must either be sold in one piece or in a way that 
restores a third national player limits Ladbroke 's flexibility. 
And if market turmoil discourages financial buyers, the only 
credible trade players left are the Tote and Stanley Leisure. 
They could, of course, bid up tbe price, but a joint carve-up 
on the cheap - giving Stanley tbe required national pres- 
ence - seems more likely. 

With the leisure sector de- rated by nearly 40 per cent this 
year. Ladbroke will be hard pressed to recoup the £421.000 
per shop it paid for Coral. But as its shares' 21 per cent 
underperformance since the start of the year reflects, its 
ill-judged flutter has been adequately punished. 


Food retailers 


By region 
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Europe 
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With enemies like the Office of Fair Trading, the super- 
markets surely have little to fear from renewed investiga- 
tion into their activities. Unless, of course, vicious spin-doc- 
toring counts as analysis. Yesterday's report into the buying 
power of retailers was not even about the food retailers in 
particular; and what little information it did furnish on the 
sector was both dated and un persuasive. That is not to say 
there is no case to answer. Declining returns on capital are 
hardly evidence of tbe supermarkets making hay, but there 
is a case that pl anning regulations have created local 
monopolies. Tbe blame for that, of course, lies with govern- 
ment, not the retailers. Given the opportunity to open new 
stores and raise the competitive stakes, the supermarkets 
would pile in (scaring shareholders in the process). Tbe OFT 
will do consumers a favour if it devotes time to this issue, 
not a thicket of academic abstractions. 


and wants to renegotiate the 
agreement signed with 
GrandMet for distribution 
rights in North America. 

Diageo has asked the US 
courts to rule on this and 
says it is sure the merger 
does not terminate ..the 
agreement. But losing the 
brand would cost it more 
than £50m a year gross profit 
and leave a gap in its portfo- 


lio in the fastest growing 
spirits category in the US. 

Overall, however, the 
merger news is positive and 
cannot be blamed for 
Diageo's crashing hangover. 
Yet uncertainty over the 
world economy seems likely 
to prolong the agony. - 

Mr McGrath has repeat- 
edly said volatility is a price 
Diageo has to pay if it is to 


be in tbe emerging econo- 
mies wbich offer the best 
growth prospects. Tbe 
important thing is to have a 
balanced geographical repre- 
sentation. so that a down- 
turn in one region is offset 
by progress elsewhere. 

The problem for the group 
today is that the spreading 
turbulence threatens to 
upset that balance. 


Avis Europe 
pushes through 


price mcreases 


By Jonathan Ford 


Ryanair may halt 
Stansted growth 


RESULTS 


By Jonathan Ford 


Ryanair, the Irish low cost 
airline, intends to halt its 
expansion at London's Stan- 
sted airport if BAA. Stan- 
sted’s owner, increases land- 
ing charges next year to 
compensate for lost retail 
earnings when duty free 
sales are abolished within 
the European Union. 

Michael O' Leary, chief 
executive of Ryanair, said 
tbe proposed increase, 15 per 
cent over two years, was 
unacceptable. 

“If BAA goes ahead with 
this, we will not start any 
more new services through 
Stansted." he said. “We will 
go to an airport that is more 
growth orientated." 

Mr O’Leary said this could 
be another UK airport, such 
as Luton or Birmingham, or 
one on the continent. How- 
ever. Ryanair would con- 
tinue its existing Stansted 


services, he said 

BAA said it would not 
rescind tbe increase in land- 
ing charges if the abolition 
of duty free shopping goes 
ahead next year. 

Charges at Stansted. along 
with BAA's other London 
airports, Heathrow and Gat- 
wick, are subject to price 
regulation by the Civil Avia- 
tion Authority. The CAA 
approved the one-off £55m 
($90m) increase to defray the 
loss of duty free revenues. 

“Because of the tough 
price caps we have endured 
since privatisation, our Lon- i 
don airports have among the 
lowest landing charges in 
Europe,” BAA said. 

Stansted is the bub airport 
for Ryanair’s growing Euro- 
pean network. This year, the 
airline launched services to 
six continental destinations, 
bringing its total to seven. It 
accounts for about a third of 
Stansted ’s passenger traffic. 
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Avis Europe, the car rental 
group, raised prices by 2.6 
per cent in the first half of 
the year - the first time it 
had increased rental rates 
since 1994. 

Alun Cathcart, chairman, 
said the group pushed 
through increases in about 
half its territories, including 
the UK, Spain and tbe Bene- 
lux countries. “We have 
been recovering increasing 
fleet costs through produc- 
tivity gains for the last four 
years so it was pleasing to 
get an increase on the prices 
side.” he said. 

The group has been seek- 
ing to raise rental rates 
since last autumn, when it 
said “cautious growth" was 
possible because competition 
was easing in the European 
car rental market. This 
reflected tbe fact that most 
of its rivals are now quoted 
companies with shareholders 
to satisfy. 

However, Mr Cathcart said 
while the group’s expecta- 
tions had been borne out. 
pricing remained a sensitive 
issue for the industry. 

Avis reported pre-tax prof- 
its up 62 per cent to £36m 
($59m) in the six months to 
June 30. Expressed in Ecu, 
profits were 72 per cent 
higher. The results were 


ahead of forecasts and the 
shares rose 22p to 223%p. 

Volumes rose by 1(M per 
cent, helping revenues to 
rise by 8 per cent to £252. 1m. 
In Ecu terms, sales rose by 
16 per cent 

Together with price 
increases, a 5 per cent 
improvement in productivity 
helped Avis to increase oper- 
ating margins from 16£ per 
cent to 19.5 per cent 

Mr Cathcart said he 
remained confident about 
the outlook for the year 
despite the economic slow- 
down in the UK, which rep- 
resents about 20 per cent of 
the group's business. 

He said this was compen- 
sated by continued economic 
growth elsewhere in Europe 
and increases in European 
air travel. “The group's per- 
formance is closely linked to 
tbe GDP growth rate and the 
lastest European figures still 
show growth of 2.7 per cent 
next year." 

The group's airport busi- 
ness Increased turnover by 
18-4 per cent against 142 per 
cent for its town centre out- 
lets. 

Investors were reassured 
by comments from Avis that 
it was not exposed to the 
vagaries of the UK used car 
market, which experienced 
falling prices in the first 
half. 


Bowthorpe sees slowdown 
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Bowthorpe. the maker of 
specialist electronic devices, 
expects growth to slow in 
the second half, but believes 
investing more in product 
development should help 
protect it from the worst of 
any economic downturn. 
The shares fell 34p to 323 1 . ip. 

The company yesterday 
reported pre-tax profits for 
the six months to June 30 up 
14 per cent to £46. lm 
($76. lm), despite a £1.6m 
dent from currency transla- 
tion and tbe knock-on effects 
on all three divisions of the 
Asian turbulence. Turnover 
rose 15 per cent to £289m. 


Nicholas Brookes, chief 
executive, said the group 
had begun to see the benefits 
of last year’s reorganisation 
of 100 subsidiaries into five 
business groups. He added 
that Bowthorpe. which has 
gearing of 17 per cent, could 
afford another £l50m of 
acquisitions. 

Telecommunications had 
become its second largest 
market after construction, 
and he predicted that growth 
would come from high-mar- 
gin software activities. 

Network systems, which 
supplies interconnectors for 
the construction industry, 
test equipment for telecoms 
customers and aerospace 


data products, showed the 
strongest growth, with a 40 
per cent rise in operating 
profit to £26.4m, and operat- 
ing margins of 18 per cent 

New interconnection prod- 
ucts, telecoms contracts and 
aerospace acquisitions offset 
weak Japanese trading and 
reduced demand from US 
groups exporting to Asia. 

The sensing division, 
which makes temperature 
sensors for computers, 
improved operating profits 
24 per cent to £8.4m, but Mr 
Brookes said the 12.4 per 
cent operating margin could 
be improved further. 

Cable management profits 
rose 4 per cent to £ii.4m. 


Orange expands to Hong Kong 


By Aim Cane 
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Orange Communications, 
the UK -based mobile phone 
company. yesterday 
extended its global branding 
strategy by announcing the 
launch of the Orange brand 
in Hong Kong. 

The company is licensing 
the brand to Hutchison Tele- 
com, a subsidiary of Hutche- 
son Whampoa, Orange's 
largest shareholder with ¥22 
per cent of tin? stock is aril: 


compete with six other oper- 
ators including Cable and 
Wireless, Xin Gan Xian and 
Hutchison's own CDMA 
operation. CDMA is separate 
from Hutchison’s two GSM 
•global system for mobile 
telecossl services on which 
Orange ail! ran. 

Orange says sLs brand lic- 
ensing strategy is designed 
to strengthen the awareness 
of Orange new markets. 
Las! week. Orange said it 
v;os licensing the brand to 


Partner Communications, an 
Israel-based consortium 
which is shortly to go live 
with Israel's first GSM net- 
work. 

Orange is httle known in 
Hong Kong although it has 
been running surreal adver- 
tisements of tbe kind it used 
in the UK before its 1994 
launch. 

The Hong Kong service is 
expected to be launched 
immediately. Orange shares 
dosed up 37p at SDGp. 
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with inures accrued lo the Rederoptioa Dale. 

Reyman of principal and intcreM on Ihe Bonds will be made against pfeseaotxxi and surrender of Bonds and imnunired 
Coupwts a Ihe >pccifted a Filer of any of the Paying and Convers i on Agents tbttd below. Unmanned Coupons relating lo 
aich Bonik I whether or na attached! shall become void and no payment nhall be made in respect of them. Where any Bead 
is presented Tor redemption without all unmanned cnipons relating lo iu redemption shall be made only against provtam 
of such indemnity 1 including security ) m the Company may reasoraWy require. 

Payment will be made at the relevant specified officr by sserihtg cheque drawn on. or by transfer to a sterling account 
maintained by the payee with, a town clearing branch of a tank m London. 

Bonds <Urr, are reminded lira m atxmdance with Condition 7 of the Bonds. Bonds may be convened n*o Ordinary Shares 
of ihe Company at the Conversion Pnce of 258 pence per Ordinary Stare at any tune up in and indudmg 2Mt October. 1WB. 
A Ciwvctmoo Right may be exercised by delivering the relevant Bend together with all immured Coupons appertaining 
■facrem Hur this purpose treating any Coupon «pte**ed to be payable on the Converwon Date as an unmatured Coupon i to the 
specified office of any Paying and Cdovosmo Agere listed Mtw doling in each case its nsoal business boon, accompanied 
by j UHnpbtcd and signed Notice of Convert ion m the form obtainable from any Paving and Conversion Agent 
Further informs ton on the procedure for conversion of the Bearer Bunk may be obtained from the Prempol Raying and 
Conversion Agent iielephone number 0 1 2fC 3421671. 

Except where otherwise specified herein defined terms in thus notice have the same nteansng as specified in ihe Comfiuons 
of ihe Bond,. A similar notice in hidden of Registered Bonds has also been issued inday. 

ftnrnciir per l f.CUITl nominal ammaa iff ihr Bond Value nf Sham Arrsrng rm Qmenum of £1,000 nominal 

.« Redemption annual if Ihe BmJ l etcJuJm^ fracraml emillementsl 

Capital £14*10 Valor of Shares* £893.>»7 

Interest £12.486 

TiHjI £1.1112486 

'Bwilnr Ok i-iuvn- nuliUc mula qooum of 231 pence pa BPBadray -Jmeoa Ihe Lcedm Start Exchmgr be 22nJ Scpcmber. PAR. 
Fnl I, Mine maria repurchases for camellaliun only £5.5864X10 of the Bonds remain ouuianding. A s an altanauvc to 
.-onter-jun Boodbuldcrs should he aware (bat Cutnovc & Co. and Hoarc Govetl Securities Ltd. may he in a (usilirei to 
L-oniotiie in respond to offers of the renaming Bunk for repurchase and eancdlauon by BPB pie. 

Buret- and Coupons will become void unless presented fee payment within periods of ten years and fixe years. 

fcs|wtnel\. from ibe Relevant Dale las defined m Condition 10 of the Bonds), — 

Contact: Duncan Hunter. Cazeoove & Co, 12 Tokenhonse Yard. London EC2R 7AN 
0171 588 2828 

Principal Paying and Conversion Agent: 

The Chase Manhattan Bank. Crosby Court .18 Bohopsgnte. London EC3K 4AJ 
Paying and Conversion Agents 

Chase Manhattan Bank Luxembourg SA_ 5 Roe Pbetiv. L-2~38 Luxembourg Grand 
Trustee: 

The Law Debenture Trusi Corporal ion pic. Princes House. 95 Gresham Street. London EC2V 7LY 
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EURO PRICES 


EQUITIES 


Rate hopes as Europe rises again 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 


1 


HfflOPEANOVffiVIEW 

By Phmp Goggan, 

Markets Editor 


European shares moved 
higher for the second succes- 
sive session as investors 
awaited a speech from Alan 
Greenspan, the c hairman of 
the US Federal Reserve, 
which they hoped would 
point to interest rate cuts. 

The FTSE Eurotop 100 
index rose 67.39. or 2.9 per 
cent, to 2,390.04 while the 
broader Eurptop 300 gained 
28.63 to 1,039.2. For the sec- 
ond day running, the FTSE 
EBloc 100 index, which com- 
prises stocks in countries 

FTSE Eurobtoc 100 
Max 

1200. 


planning to join the single 
currency, outperformed the 
others, gaining 28.55, or 3.4 
per cent, to 858.77. 

The rebound in the overall 
market helped some of the 
sectors which have been 
most badly hit since the cor- 
rection began in mid-July. 

Information technology 
enjoyed another 7 per cent 
gain, with SAP up Ecu 38.3 
to Ecu 473.31 in the prefer- 
ence shares, and Cap Gem- 
ini. Ecu 8.4 higher at Ecu 
118.53. rallying after recent 
weakness. 

In electronics, Alcatel, the 
French telecoms equipment 
group which saw its shares 
savaged after last week’s 

Bond yield curve 

Per cert (September 23 1998) 


profits warning, rebounded 
Ecu 8.5 to Ecu 86.62 after 
publishing details of a buy- 
back of 10 per cent of its 
shares. The sector as a 
whole jumped 5.2 per cent 

The financial group, bat- 
tered over the last two 
months by its exposure to 
emerging market debt, 
gained 3.5 per cent, with CS 
group up Ecu 9.8 at Ecu 
118.39 and UBS Ecu 11.2 
ahead at Ecu 251-86. 

Another strong day for 
French construction group 
Bouygues. Ecu 11.2 ahead at 
Ecu 155-91, helped that sec- 
tor gain 7.4 per cent to be 
the best performer of the 
day. 


In automobiles. Fiat 
shares were flat at Ecu 2.39 
despite Tuesday’s late profit 
warning. The Italian group's 
shares had fallen ahead of 
the statement- The sector 
gained 3.5 per cent with the 
help of a Ecu 37.5 rise to Ecu 
562.98 in BMW. 

Statistical adjustments dis- 
torted the performance of 
the only sector to show a 
significant fell on the day - 
media In feet, the sector's 
stocks performed quite well, 
especially Elsevier which 
gained Ecu 0.7 to Ecu 13.69 
cm hid rumours. 


More Emu coverage on the 
Business and the Euro page 
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6250 

FRF 

+022 

+001 

+0.17 

Haore 

M 

07/07 

5 625 

DEM 

+039 

+032 

+017 

tag Santa NV 

AA- 

01/06 

5500 

FOG 

+0.14 

+0.17 

+018 

Bayer Hypo W Bh 

AA- 

02/02 

£750 

JTL 

+033 

+029 

+033 

Cm) Fonder 

A 

02/03 

7350 

DBA 

+062 

*£51 

+036 

Thorraon-Branrittat 

A- 

03AM 

6375 

FRF 

+041 

+040 

+037 

Generals des Eaux 

BBS* 

03AM 

6,?SP 

FRF 

+03S 

+034 

+028 

Bank d Cttna 

B88 

07/99 

7.125 

DEM 

+1.87 

+2.79 

+3.14 

Nad Bit of Hungary 

BBS- 

06/01 

9.000 

ATS 

+1.08 

+133 

+095 

Kota Dev Bark 

BB+ 

11/02 

5.625 

FRF 

+£17 

+93* 

♦702 

Argentina 

BB 

04/08 

£125 

XHJ 

+708 

+£17 

+400 
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ISMA 

International 

Securities 

Market 

Association 


jfpfLet CUPID take the strain. . — fnrrr — 

cup, ° wi ' 1 Provide you with accurate and authoritative terms arid conditions data on 
?? more than 37.000 issues, updated elearonically each business day. 

Bringing CUPID to your organisation is fast, easy and cost-effective. CUPID 
covers a comprehensive collection of securities, including straights. FRNs, MTNs, 
warrants, convertibles and government bonds. 

More than two hundred fields are provided, including ratings, coupon frequency 
payments, codings and issue currency. New fields, such as redenomination date, pre- 
euro IS1N code and legacy currency will give you vital information on the euro 

You know you can trust the data CUPID provides. As the self-regulatory body 
for the international securities market, ISMA has been collecting and storinq data for 
nearly two decades. M 

Your next step. 

To find out more about CUPID, and ISMA’s complete range of data products simply 
complete and fax the coupon below to our sales department on 44 - 1 71 ) 538 4902 or 
call us on (44-1 7T) 538 5656. 
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Leuml International 
Investments NV 

13SS75,<W0.000 Guaranteed 
Floating Rate Notes 2000 
Tie lateral rate cable » the above 
Notes iq respect of the interest period 
egnunencing 3^4 S e pt em ber 1998 Ins 
been fixed a 5.6875% per mom . Tbe 
interest ma soiling lo USS285.95 per 
LIS5IOflOO[*iaripolani«n* of dt Nobs 
and io USJ:? 859.55 per USSIOO.OOO 
Fmcfrii tenoas of die ootta wiO be ptod 
AiMhMudi 1999 ^afna presentatio n 
of Coupon Nnnber 17. 
BaokLeiaal(tJK)|6e 
Issuing and Paya*A*ent 



US»00^00^00 Undated 
Floating Rate Primary 
Capital Notes 

The Rale of hlersst Ms been 
toed at 5^875% The 
interest payable on the relevant 
Irterest Payment Date March 24, 
1999 against coupon No. 27 bi 
respect of US$10,000 nominsl of 
the Notes w* be USS285.B5. 


Gtobei Agency uid That Sente**, 
CtttJStiK, NA London 
Saptembar 20,1008, 

CfTlBANO 


St. George Bank 
Limited 


US$250,000,000 
Floating Rate Notes 1999 

The notes will bear interest at 
5 J5% per annum for tbe interest 
period from 24 September 1998 
to 24 December 1998. Interest 
payable value 24 December 1998 
will amount to U5SI47.S8 per 
(£$10,000 note. 


Global Agency and Trust Sendees, 
Citibank. NA, London 

24 September 1998 

CfTIBAMG 


NBD BANCORP, INC 

US$100,000,000 
Floating rate subordinated 
notes due 2005 

Notice is hereby given that 
Arrffte interest period 24 
September 1998 to 24 
December 1998 the 

interest rate has been 
Rxed at 5.8125%. Interest 
payable on 24 December 
1998 will amount to 
US$146.93 per US$10,000 
note. 

Agent Credit Agricole 
Indosuez Luxembourg 
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BUSINESS AND THE EURO 


The pledge given by 
European Union finance 
ministers is October 1996 
that the transition to a sin- 
gle currency should - not 
affect most businesses from 
a tax point of view Is likely, 
in retrospect, to be resound- 
ingly wrong. 

While individual partici- 
pating states will be able to 
legislate to stop adverse tax 
effects - for example, from 
the crystallisation of 
exchange rate differences on 
January l, 1999 - there is 
growing evidence that the 
advent of the Ecu will have 
a more profound impact on 
tax strategy. 

Initially, the area most 
affected will be transfer pric- 
ing - the price charged by a 
company for any goods, ser- 
vices, or intangible property' 
which it purchases inter- 
nally - usually within a mul- 
tinational group or a com- 
pany which trades with 
cross-border subsidiaries. 

Notional prices are 
attached to these transac- 
tions to allocate costs to the 
different countries in which 
a company operates. Once 
costs are known it is possi- 
ble to work out taxable prof- 
its in each individual coun- 
try In which the company 
operates. 

Surveys show that transfer 
pricing is the single tax 
issue at the top of most 
finance director’s agendas as 
different fiscal authorities, 
from the IRS in the US, to 
the Inland Revenue In the 
UK and the National Tax 


transfer pricing 


Time to tackle the most taxing issue 


Companies should review their transfer pricing policies ahead of Emu to deal with the effects of the euro, says Jim Kelly 


Administration Agency in 
Japan, compete to secure 
what they see as a “fair 
share" of multinational com- 
pany profits. . 

Disputes between fiscal 
regimes over transfer pricing 
can result in challenges to a 
company’s transfer pricing 
documentation - and mas- 
sive adjustments in tax bills 
. One company - which has 
never been identified - 
recently settled with the UK 
Inland Revenue a £ibn 
adjustment in a one-off pay- 
ment 

The euro win affect trans- 
fer pricing in two ways. First 
it will disrupt the existing 
transfer pricing structure of 
large companies, which will 
have to decide how to price 
goods across Europe now 
that the customers will be 
able to make quick compari- 
sons in prices denominated 
in euros. 

Conversion to the euro 
will also lead to price 
changes - especially for 
smaller price-sensitive items 
- where a rounding up or 
down is required. All these 
factors will lead to changes 
in prefits earned in each par- 
ticipating country. 

A survey by KPMG of 300 
multinational companies 


Shifting focus from 
country to sector 



A manager's 
guide to 
the Euro 


I keep hearing that when 
the euro Is introduced next 
January, European 
investors are suddenly 
going to switch their 
investment focus from 
countries to industrial 
sectors. Is this true? 

The general idea is correct, 
but the process is unlikely to 
be that sudden or dramatic. 
Country selection will remain 
a significant factor for many 
European investors for some 
time yet 


basis. Private investors are 
likely to focus on domestic 
markets and their indices. Ail 
this means that investors wfll 
still have to consider country 
risk, even within the 
Euro-zona 


What’s going on hers? 

The creation of a single 
currency for 11 European 
countries will allow investors 
in those countries greater 
freedom to invest across 
borders. Many institutions 
are restricted in their 
portfolio allocation by rules 
that a targe proportion of 
their assets and liabilities 
match in the same currency. 
Emu will allow them to 
diversify their portfolio within 
the Euro-zone without 
currency risk. 


Why does this mean a shift 
from a country to a sector 
focus? 

Euro-zone investors are 
expected to treat foe Emu 
area as many already treat 
their domestic markets, 
allocating their portfolios by 
sector and changing their 
weightings in accordance 
with the economic outlook 
for those sectors. For 
example, in foe current 
financial turmoil, an investor 
might lighten his weighting 
of Euro-zone banking 
stocks. 


What about other 
European countries? 

Good point for all investors 
- whether from the 
Euro-zone or outside - the 
European investment area is 
much broader than the 
"Emu-in” nations, which 
account for just over 50 per 
cent of the region's market 
capitalisation. That leaves 
almost half the market In 
countries such as foe UK, 
Switzerland and Sweden, 
where currency risk will 
remain a very significant 
factor. 

Another drawback to 
focusing only on the 
Euro-zone Is that Its 
representation of European 
industrial sectors is very 
skewed relative to the region 
as a whole. For example, foe 
Euro-zone nations contain 
just 15 per cent of the health 
and personal care sector, 
taxi 39 per cent of 
consumer goods, but around 
two-thirds of basic industries 
and capital goods. Because 
of the skewing problems, 
many investors win want to 
construct pan-European 
sector-based portfolios. 


te there evidence investors 
are starting to think this 
way? 

Yes. Surveys of European 
fund managers suggest a 
majority will switch to a 
sectoral approach, in a 
recent poll by investment 
bank Goldman Sachs and 
the Watson Wyatt 
consultancy, 67 per cent of 
clients said European equity 
portfolios would in future be 
organised by sector. 


When will the move to 
sectors take place? 

It is already happening, but 
do not expects Big Bang in 
January, with fund managers 
rushing to buy and sell 
shares to change the 
composition of their 
portfolios. For many this 
would be self-defeating, 
since sailing shares would 
crystallise a large capital 
gains tax bffl on the 
domestic stocks they have 
held for a long time. Heavy 
share purchases at this time 
would also drive up the 
price of the stocks they 
wanted to buy. Markets tend 
to be illiquid around the turn 
of foe year and the birth of 
the euro is Bkeiy to 
accentuate this. Fund 
managers seem more likely 
to invest surplus cash flow 
to fill in sector gaps ova- a 
period of months, or years. 


So what role wfll remain 
for country selection? 

It is naive to believe 
distinctions between 
Euro-zone nations are simply 
going to disappear on 
January 1. A common 
currency will not obliterate 
differences such as political 
and economic systems, tax 
regimes, labour regulations 
and pay. All these factors 
win remain significant for 
investors. They may make 
one country more vulnerable 
than another to unexpected 
events or. in analysts’ 
jargon, to “asymmetric 
shodcs". And while many of 
the largest Euro-rone 
companies are 
multinationals, exposed to 
economic conditions around 
foe world, others are highly 
dependent on conditions in 
their domestic markets. 

Furthermore, smatisr 
companies, which am not 
included m the big 
trans-European stock market 
indices and are highty 
vulnerable to their own . . . 
economies, wiB stilt be 
treated largely on a country 


And where does this leave 
country asset allocation? 
The signs are that many 
fund managers will accept 
that Europe is in a 
transitional period from 
country selection to sector 
selection and wtH combine 
both techniques In a matrix 
investment model Sectoral 
techniques may 
predominate, but investors 
will want to keep a dose 
track on companies' 
sensitivities to country risk. 

As Jagdeep Bains, a 
portfoBo trading expert at 

Merrill Lynch, told a recent 
conteence in Zurich 
organised by FTSE 
International, the global 
index company partly owned 
by the FT: "The world is 
moving in the direction of 
sectors, but it may take ' 
longer than we think.” 


Martin Dickson 


C om ments about foe weekty 
Business and foe Eero page 
can be serif py e-mef.ta 
BtfematbnaLcompanlesO 
fi.com 




with more than 5,000 
employees found that 73 per 
cent expected the range of 
prices of its goods in differ- 
ent participating countries 
to narrow while 11 per cent 
expected them to go up, 49 
per cent down, and just 4 per 
cent expected them to 
remain stable. An unhealthy 
26 per cent were uncertain of 
the price consequences of 
the Euro. 

The second, and more fun- 
damental, impact of the euro 
win crane from the clarity it 
will bring to transfer pricing 
structures, fiscal authorities 


throughout Europe - and in 
non-participating states - 
will find it much easier to 
challenge assumptions and 
attempt to secure for them- 
selves a “fairer share” of the 
tax paid 

Joy Svasti-SaJee, interna- 
tional tax expert with KPMG 
based in London, 
takes the example of a 
T-shirt which sells for differ- 
ent amounts in five EU 
states - FFr109, Ptai995, 
DM2535. £839. and L32.000. 

Converting those prices to 
Ecus (forerunner of the 
euro) produced a range from 


Ecu 12.10 in Spain to Ecu 
16.6 in Italy. 

Say, for the sake of the 
argument, the T-shirt was 
made in India, exported to 
Rotterdam and distributed 
by road 

The transfer pricing docu- 
mentation filed by the com- 
pany - based in, say, Ger- 
many - would involve a 
complex justification of its 
allocation of profit and loss 
which would rely heavily on 
exchange rate differences. 

“The use of a single cur- 
rency will make tax 

audits on transfer pricing 


more-efficient.” said Stephen 
Dale, a tax expert with PwC 
in Paris. 

He believes companies 
should review their transfer 
pricing policies now. “They 
should also prepare their 
arguments justifying pricing 
policies both in the past and 
future in order to be able to 
defend their policy as well as 
any possible changes caused 
by the single currency.’* 

All this comes at a time of 
great uncertainty about the 
way transfer pricing rules 
are enforced The OECD has 
agreed transfer pricing 
guidelines based on the 
“arm's length” principle - 
that goods and services 
should be charged as if with 
a disconnected third party. 
But the devil is in the detail 
and enforcement of these 
rules is uneven. 

Tax authorities are ever 
keener to make companies 
take on the burden of judg- 
ing their tax liabilities and 
justifying them - and feeing 
penalties if they are later 
judged to be wrong. 

Companies view with par- 
ticular horror moves 
towards penalties based on 
the tax bill - as in transfer 
pricing a 10 per cent penalty 
on a large adjustment could 


put some companies out of 
business. 

The UK bas been particu- 
larly active - reflecting to 
some degree the feet that its 
corporation tax system was 


The use of a 


single currency 
will make tax 


audits on transfer 


pricing more 
efficient’ 


outdated in international 
terms, especially when com- 
pared with the US. It has 
extended the new “self-asses- 
ment” system for individuals 
to companies. The result is 
that companies must assess 
their own transfer pricing 
liabilities - and face penal- 
ties if they are judged retros- 
pectively to have got them 
wrong. 

These developments have 
been mirrored to a greater or 
lesser degree across Europe 
and in other leading indus- 
trial nations - the US having 
revamped its transfer pric- 


ing policies in the early 
1990s. France, for example, 
amended its transfer pricing 
regulations in 1996 imposing 
stricter information require- 
ments and specific tax penal- 
ties for non-compliance. 

There has been a marked 
increase in the German 
authorities interest in tax 
audits focused on transfer 
pricing - especially in the 
financ ial services sector. But 
Germany, like several Other 
countries such as Belgium, 
have begun to enter APAs - 
(Advanced Pricing Agree- 
ments) - in which compa- 
nies are able to clear their 
transfer pricing submission 
with fiscal authorities before 
putting in final documenta- 
tion. 

In the rest of Europe the 
picture is the g»n*» - from 
Greece’s action in 1997 to 
introduce thresholds on 
transfer payments allowed 
In areas such as royalties, to 
Spain's 1996 legislation 
enshrining the OECD guide- 
lines and making transfer 
pricing audits part of every 
corporate audit, to new rules 
In Hungary allowing the tax 
authorities to directly adjust 
transfer prices. 

“Transfer pricing is the 
key tax issue of the 1990s 
and companies, especially 
multinational companies, 
must get their bouse in 
order ahead of Emu because 
of the transparency it will 
bring and the greatly 
Increased powers of the vari- 
ous fiscal authorities,” said 
Svasti-Salee. 





Were rhe financial link in a changing Europe. 


As Europe moves to one currency, companies can count on Bankers Trust to lead them to new 


opportunities. We offer a complete range of Euro-based solutions built on profound knowledge 


of key industries and markets, illuminating research, financial expertise and global resources. 


So you’ll be connected to Bankers Trusts established power in cross-border trading, emerging 


markets, foreign exchange and structured products, as well as BT Alex. Browns proven track 


record in finance, M&A and advisory services, equity trading and sales. We can even make 


the transition smoother by using our noted prowess in Euro clearing and institutional services. 


When you have the right link, its easy to arrive at the right solution. 


k BanfcersTrust 

Architects of Value 


£1998 Banters Tog Gorpcrafisrt a«i a ssrapanses. teafl ay Batfegs frteral.cfiai PLG. rg?iaiefl lar UK investment harness by SFA 
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INTERNATIONAL CAPITAL MARKETS 


Meeting 
on Russian 
domestic 
debt today 

By Ctay Harris In London 
ami John Thornhill in Moscow 


Western banks are expected 
to meet Alexander Shokhin. 

Russian deputy prime minis- 
ter, today to discuss propos- 
als for restructuring the 
short-term domestic debt on 
which the government has 
effectively defaulted. 

The finance ministry said 
it would discuss proposals it 
is believed might offer for- 
eign investors an increased 
cash element in roubles for 
their holdings of GKOs (trea- 
sury bills) and OFZs 
(medium term fixed-rate 
bonds). Domestic GKO inves- 
tors are also expected to 
attend the meeting. 

Foreign investors are 
believed to have sunk 
between SiObn and Si5bn 
into GKOs, accounting for a 
third of the market. Some 
banks estimate the value of 
their GKOs has fallen to 3 
cents on the US dollar. 

Economists from Deutsche 
Bank, Credit Suisse First 
Boston. Merrill Lynch and 
Uhman Brothers, mat Mik- 
hail Zadornov, acting 
finance minister, yesterday 
for talks described as “work- 
man-like" by Russian news 
agencies. 

Deutsche, speaking for 17 
western banks, said "mean- 
ingful discussions'* had not 
been possible so far because 
of “uncertainties surround- 
ing the composition of the 
government". 

The h anks again urged the 
government to extend the 
deadline for elections for 
early redemption of GKOs 
and OFZs from tomorrow. 

It was “essential for the 
Russian government to 
begin talks with foreign 
creditors before taking any 
further unilateral decisions 
on restructuring the GKO/ 
OFZ debts". 


WORLD BOND PRICES 


Widespread fall in prices 


GOy^M^BONDS 

By Ktozeni Merchant 


Prices fell across the board 
yesterday as investors 
remained on the sidelines 
while equities staged 
another modest recovery. 
The main focus was on the 
testimony to the Senate bud- 
get committee by Alan 
Greenspan, chairman of the 
US Federal Reserve. 

Opinion was mixed on 
whether Mr Greenspan 
would signal that US inter- 
est rates were about to fall, 
with the balance in favour of 
no change to the current 
regime. The Fed chairman 
hinted as much when he 


indicated that the impact of 
economic turmoil in emerg- 
ing markets was sufficient to 
keep US inflation in check. 

That also appeared to be 
the view in the US Treasury 
market, where prices fell 
ahead of his comments. The 
30-year bond was down A to 
I04g at midday, yielding 5.18 
per cent. The two-year note 
was up & at 100%, yielding 

4.65 per cent. 

Earlier. European markets 
had moved lower in line 
with GERMAN BUNDS. Ana- 
lysts said the market was 
taken by surprise by publica- 
tion of the Bundesbank's 
fourth-quarter issuing inten- 
tions, which showed it 
would borrow DM45bn in 


10-year and 30-year bunds, 
more than expected. 

“It is obviously an attempt 
by the Bundesbank to take 
advantage of the current low 
yields,** said Philip Tyson, 
strategist at HSBC Markets. 

The December future set- 
tled 0.49 lower at 113.71, with 
535,000 contracts traded on 
the DTB. The yield on 
10-year bunds rose to 3.97 
per cent The latest data on 
inflation and producer prices 
collectively confirmed the 
low-inflation picture. 

Mr Tyson said the underly- 
ing tone of bond markets 
remained positive, in spite of 
the current drift “The basic 
environment for bonds is 
still constructive. Bonds 


have been rallying on the 
large degree of uncertainty 
in markets; it will require 
another fresh crisis to boost 
them Further." he said, 

UK GILTS also weakened 
on the back of firmer equity 
prices, showing little desire 
to move ahead before the 
Bank of England's next 
interest rate meeting, in 
spite of growing speculation 
that a rate cut might be 
forthcoming. 

The December future set- 
tled at 114.66, down 0.54. 
although activity on Liffe 
was light with just 50.000 
contracts traded. In the cash 
market, the yield on the 10- 
year benchmark gilt rose to 
5.66 per cent. 


Enel in 
deal for 
Elbn over 
10 years 


If^NATlONALBONDS 

By Vincent Boland 
and Edward Luce 

Enel. Italy's state-owned 
electricity company, yester- 
day broke through the gloom 
in the international bond 
markets with an Elbn offer- 
ing - the equal largest euro- 
denominated bond ever 
issued by a company. 

The 10-year bond, which 
was lead-managed by Merrill 
Lynch and Paribas, came 
after an extensive and well- 
publicised marketing cam- 
paign by the borrower. 

Officials at other banks 
said it was well timed and 
priced - at a yield spread of 
38 basis points over the OAT 
- to succeed. It was trading 
about a basis point tighter 
than its re-offer spread last 
night. EdF. France's electric- 
ity utility, also issued an 
Elbn bond earlier this year. 



1 New international bond 

issues 


V- 1 


Amouit 

Coupon 

Price 

Maturity 

Fare 

Spread Book -clamor 

Borrower 

m. 

% 



% 

*>P 

■ US DOLLARS 

Province of Ontario 

750 

5.508 

99.408R 

Oct 2008 

C55R 

*85l54»May08) QddmanTSalomoo SB 

Federal Home Loot Banks(b) 
■ D-MARKS 

500 

5.808 

104.047 

Sep 2008 

0.10 

4 59(5 KMayOS) Salomon Smith Barney 

KfWfeJ 

■ STERLING 

Ibn 

5.00 (s) 

10450R 

Jan 2009 

0225R 

*41(1) Deutsche/MamD Lynch 

Fannie MaeMj 

150 

6.875 

ios.ee 

jun 2002 

0.175 

+58(7%Jun02) wan* Lynch Ira&mtton* 

Wer-Amartean Dev Bank 

150 

5.76 

99.585R 

Oct 2008 

0J25R 

+70(SKOcTOe) Barclays Capital 

KPA 1 tntemetlonal Fnanceffl 
■ FRENCH FRANCS 

SO 

555fs) 

99562 

Jun 2021 

0.45 

- JP Morgan Securities 

BNGijjj 
■ EUROSfe) 

Ibn 

SJ75 

10b. 623 R 

Jun 2013 

0.40R 

+38ffl Pflribas/SG 

End 

ibn 

450 

99 254 H 

Oct 2008 

0.325R 

*38(1) Merrn Lynch/Partbas 

Warid B3rt< 

80 

4.04 

100.00 

Oct 2006 

\M 

Qaiwa Europe 

■ CANADIAN DOLLARS 







BM3 

100 

5.25 

99.90R 

Oct 2003 

USSR 

*16(5%Sep02) TO Securities 

■ DANISH KRONER 

QenFI nance Luaernoourg 

400 

ftti 

10227 

Nov 2008 

.2.00 

Generate Bank 

Final terms, non-callabie Lriess stated. Yield spread (over relevant government bond) at launch supplied by lead manager, t 
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Massimo Brunelli. Enel’s 
chief financial officer, said 
the issue reflected the com- 
pany’s belief that bond mar- 
kets would become a more 
important source of financ- 
ing than bank loans after the 
introduction of the euro. 

“We see ourselves as a 
bond issuer rather than as a 
bank borrower. The sooner 
you get into the market and 
establish a benchmark, the 
better.** he said. Proceeds 


will be used to restructure 
existing debt issues and pay 
back bank loans that “in 
terms of maturity and inter- 
est rates do not suit us". 

The INTER-AMERICAN 
DEVELOPMENT BANK 
joined the ranks of AAA- 
rated borrowers tapping the 
huge demand for high-grade 
bonds, ft raised £l50m by 
issuing a 10-year bond priced 
to yield 70 basis points over 
the 10-year gilt, in line with 


where comparable sterling 
Issues were trading, said a 
banker at Barclays Capital, 
lead manager. 

The issue met demand 
from a range of UK institu- 
tions, while European buy- 
ers. which had been side- 
lined for some time from the 
sterling market because of 
the currency's strength, also 
showed interest “The issue 
was big enough to be liquid." 
he said. 


S&P and 
Toronto 
exchange 
in venture 

By Scott Morrison In Toronto 


Standard. & Poor's and the 
Toronto Stock Exchange are 
to develop index derivative 
products based on shares 
traded on Canada’s largest 
equity market 

The move, expected to 
result in the marketing of 
jointly-branded derivative 
products, signals S&P’s 
expansion into Canada and 
should provide Toronto- 
listed companies with 
greater global exposure. 

The Toronto exchange, 
which accounts for 80 per 
cent of all trading in Cana- 
dian equities, said the aim 
was to develop highly liquid 
indices that would serve as a 
strong base for related deriv- 
ative products. 

The joint venture reflects 
a global expansion of stock 
market index benchmarks 
and growing competition 
among index providers to 
supply them. The competi- 
tion is most acute in Europe, 
where FTSE International 
and Dow Jones have 
launched a series of equity 
market indices and deriva- 
tives products to coincide 
with the introduction of the 
euro next year. 

In addition to being invest- 
ment performance measure- 
ments, equity indices are 
used as the Hasi* for a wide 
range of products, such as 
Index funds, certificates of 
deposit, futures and options. 

The Toronto exchange, 
which traded CS423bn worth 
of shares in 1997, offers 
investment products based 
on the TSE35 and TSE100 
indices but none based on its 
benchmark TSE300 index. 

The two organisations 
would not speculate on 
which products will be 
offered, but they are likely to 
be based on the benchmark 
index and sector indices. 


LIFFE APRIL LAUNCH FOR NEW PLATFORM 

Electronic 
trading to 
start earlier 


By Edward Luce 
and Vincent Boland 

The London International 
Financial Futures Exchange 
yesterday said it would bring 
forward by two months the 
launch of its electronic trad- 
ing platform from June to 
April next year. 

The move, which comes 
eight weeks after the launch 
of a top-to-bottom review of 
Liffe's strategy by Brian Wil- 
liamson. its new c h a irman. 
disappointed some in the 
market. They had been hop- 
ing the introduction of elec- 
tronic trading would coin- 
cide with European 
Monetary Union in January. 

They also pointed out that 
the switch of products from 
the “open-outcry" trading 
floor to the new screen-based 
system on Liffe would be 
staggered, with several 
derivatives contracts 
remaining on open outcry 
until June or July, six 
months after the start of 
Emu. 

Edward Condon, director' 
of European derivatives at 
Credit Suisse First Boston, 
said the delay would give 
the Deutsche Terminbdrse - 
Liffe’s main competitor and 
a wholly electronic exchange 
- scope to establish a lead 
over Liffe in the market for 
euro-denominated contracts, 
which is likely to provide 
the bulk of turnover for both 
exchanges from next year. 

The DTB has overtaken 
Liffe as the largest deriva- 
tives exchange in Europe in 
the past three months. Last 
month It traded 50 per cent 
more contracts (at 28m) than 
Liffe. a mirror image of the 
situation 12 months earlier. 


Tbe cheaper costs of trading 
on an electronic system have 
been an essential part of the 
DTB’s success in winning 
market share from Liffe. 

However. John Foyle, act- 
ing chief executive of Liffe. 
said that the new system. 
Liffe Connect, would include 
features not available on the 
DTB’s system. These would 
enable traders to simulate 
some of the sophisticated 
trading strategies available 
to floor traders that guaran- 
tee a liquid market 

“Liffe Connect will be the 
latest and tbe best model 
available so we cannot 
afford to cut any corners, 
but we are responding to the 
overwhelming market desire 
to bring forward its intro- 
duction." said Mr Foyle. 

Mr Williamson, Liffe’s first 
full-time paid chairman, is 
expected to reveal other 
measures next month. These 
are likely to include radical 
ways of tapping into the 
over-the-counter (unlisted) 
market in derivatives, which 
has grown five-fold in the 
past six years. 

Mr Williamson has set up 
an eight-member “fast prog- 
ress" group comprising four 
Liffe insiders and four out- 
siders, including Sir Brian 
Pitman, chairman of Lloyds 
TSB, and David Hardy, chief 
executive of the London 
Clearing House. 

Liffe and tbe LCH are 
rumoured to be in merger 
talks, but officials at Liffe 
deny tins is imminent. The 
LCH also hopes to get 
involved in the OTC market 
and has submitted a pro- 
posal to be the first clearing 
house to offer clearing facili- 
ties for OTC swaps. 


to 


't 











BENCHMARK GOVERNMENT BONDS 




Mb Coccn Price 


M Day cog Wkcftg fetondi rev 

M |M |U CtWYtO 1*0 1*1 


Aintnae 

mm 

£750 

1083383 

433 

-004 

-6.01 

-0.47 

♦620 


08AM 

£750 

126.7934 

£24 

-007 

-0X4 

-032 

-083 

AHtria 

07100 

5875 

1006900 

371 

-0X2 

+0X3 

-000 

-660 


01 A® 

£000 

1055500 

428 

+003 

-003 

-027 

-133 

BMgfam 

01.00 

■ 4 mo 

IDO 4400 

354 

_ 

+006 

_ 

-0.47 


ma» 

5750 

1112200 

«2B 

4003 

-003 

-027 

-135 

fall 

034)0 

£000 

99X3M 

£12 

-006 

-O.I3 

-619 

+1.07 


06/08 

8X00 

108.7800 

S 10 

-0X2 

-617 

-048 

-666 

Danmark 

11AB 

9X00 

108.4200 

4.73 

-020 

+629 

+653 

+6X8 


11/07 

7. DOC 

115X200 

4X1 

-0.04 

♦0.14 

+009 

-129 

Maud 

01/99 

11.000 

102 2042 

113 

-0X1 

+609 

-618 

-1X3 


04AM 

aooo 

1123370 

439 

+602 

-0X3 

-613 

-136 

Franca 

01/00 

4000 

1005200 

3X7 

-001 

+003 

-0X8 

-055 


(MAE 

7 500 

120X800 

3X4 

+003 

-602 

-0X9 

-1X8 


OtflB 

5250 

1087100 

4.13 

+6X5 

-005 

-628 

-135 


04«9 

5500 

109.0300 

4.92 

+608 

-003 

-617 

-131 

GantOTr 

03AM 

4X00 

100.7400 

146 

-6.01 

-0 08 

-0.1 E 

-051 


10M5 

£500 

1152600 

3X7 

+002 

-0X2 

-0X4 

-1.20 


01AM 

£250 

7093000 

4.02 

+0X5 

-0X3 

-0 28 

-153 


01/28 

£625 

1113000 

439 

+610 

-0X3 

-0 IB 

-1.30 

Nand 

T0AT1 

6300 

1073000 

3X3 

♦601 

+002 

-032 

-130 


0SAM 

aooo 

1129600 

4X6 

+603 

-0.02 

-630 

-168 

toft 

04/01 

4 500 

101.4200 

389 

- 

-0X1 

-022 

-142 


05/03 

4.750 

102X600 

4X6 

+001 

-001 

-622 

-150 


05AM 

5X00 

104 W00 

4.33 

♦604 

-0 05 

-627 

-176 


11/27 

8500 

1188000 

533 

+603 

•0X4 

-DCS 

-144 

Jtota 

03/00 

8400 

108X900 

028 

-007 

+005 

-614 

-618 


06AD 

4500 

I1TJSW0 

0B5 

- 

+006 

-624 

-079 


09AK 

3X00 

1148800 

0X0 

- 

-001 

-039 

-1 18 


03/11 

2.700 

IIS 9300 

1X1 

- 

-003 

-652 

-131 

NOTMtanda 

«A« 

3000 

1064000 

158 

- 

-006 

-012 

-056 


07AM 

5250 

108 8700 

413 

+003 

-0 06 

-032 

-138 

Haw Mand 

IC.AU 

£000 

104 1316 

60B 

+006 

♦012 

-017 

-064 


11/06 

8000 

1127874 

£99 

+000 

-604 

-608 

-055 

gnnjii 

01.99 

9X00 

1002400 

780 

-001 

-003 

+043 

+340 


01/07 

8750 

10 ? raw 

5X1 

- 

♦609 

-0 13 

-629 

PnrtagM 

03. TO 

S373 

1025500 

356 

-002 

-0X4 

-03E 

-143 


06AM 

5375 

107X700 

4.40 

-0 04 

-0 03 

-028 

-159 

spam 

04.00 

6750 

104 4000 

3.74 

tOOB 

+601 

-012 

>-103 


01AM 

aooo 

111X700 

442 

+0 05 

-001 

-027 

-150 

Until 

K.TO 

10250 

1088380 

4X7 

+602 

+013 

♦665 

-042 


05AM 

fisno 

1123140 

4X6 

+003 

*012 

+015 

-1.40 

Sntoartand 

0300 

£000 

104 7800 

162 

+608 

+0X1 

-632 

-673 


06/07 

4X00 

113 0500 

279 

+007 

+005 

+609 

-a73 

UK 

11A11 

7000 

1038125 

5X5 

+0X2 

-009 

-osa 

-132 


12A33 

6500 

1055731 

526 

+002 

-OX7 

-050 

-144 


12AT7 

7250 

1163438 

5 01 

+6 65 

-607 

JUS 

-1M 


12T8 

8000 

120312S 

4.73 

+003 

-611 

-050 

-1.84 

US 

05.00 

£500 

101 7690 

478 

-001 

-005 

-047 

-107 


05.10 

55TO 

103 4249 

488 

-661 

-610 

-058 

-1.41 


05.AM 

£625 

106X660 

473 

♦am 

-613 

-057 

-136 


11.77 

8125 

1121660 

530 

+6 03 

- 

-025 

-1 DO 

ecu 

07A10 

4.000 

100 4800 

171 

♦6 02 

+001 

-013 

-081 


(HAM 

£250 

1062600 

418 

+0.65 

-0X5 

-028 

-1.54 


Uodm cwt -Wo*! vgrti dosing Source Mamw Dw* 5 ' tft W Bi 

YWt LKtf mow stmrtMnaiMd M lash. TWfls tterw Mr Ha estate Mtadng B* *125 pa 
ibr ' 


10 YEAR BENCHMARK SPREADS 


top 23 

Kd 

YWd 

spread 

V5 

Buate 

Spread 

VS 

T-Bonds 



YWd 

Spread 

V3 

Bunds 

Spread 

W 

T-Bonds 

Aretrato 

£23 

*1 29 

+0-50 

New Zealand 

599 

♦205 

♦126 

Austria 

425 

+631 

-048 

Norway 


5X2 

+1X8 

+0.73 

Betfua 

4.31 

+637 

-042 

Portupi 


440 

+0 46 

-033 


510 

+1.16 

+0.37 

Spate 


4.50 

+0X6 

-623 

OtHHft 

4.78 

+684 

+605 

Swsten 


4.88 

+QS4 

+615 

Fund 

4.40 

+046 

-633 

Swritertand 

300 

-0 94 

-173 


4.14 

+020 

-659 

1* 


492 

+0.98 

+019 


194 

- 

-0.79 

US 


4.73 

+0.79 

- 

Nand 

438 

+042 

-037 

ECU 


4J1 

+027 

-OX2 

Raft 

4.45 

+051 

-0.28 

Som Hreaclne OateTT Wmnaeai 


Japan 

695 

-2X9 

-3.78 

Unta drama ■ Nbw Tort OBna 


Mhsfands 

4.14 

+42U 

-0.59 

Anvatad 




EMERGING MARKET BONDS 











Days 

MWs 

Sort 


Rad 


S £ P 

Od 

Bid 

dige 

dse 

W 

top to 

date Coopn 

Ratos 

price 

■m 



US 

■ EUROPE 









Croatia 

02TO 

7X00 

BBS- 

903961 

16*1 

-045 

+1X6 

+5.W 

Wand 

07/04 

7.125 

888- 

101 6M2 

6 75 

♦604 

-0.07 

+2.16 

ftettre 

06/07 

10X00 

ccc- 

23X250 

4613 

-138 

+1011 

+41.44 

■ LATO AMERICA 








Argentina 

oyz7 

9.750 

68 

82.75X0 

11X8 

-0X4 

-1 74 

+6 72 

Bratfl 

05/27 

10125 

B8- 

63 0000 

1617 

-046 

-0.13 

+11.01 

Medea 

05/76 

11.500 

B8 

1000000 

11X0 

-0X0 

-1.46 

+0X7 

■ KM 









(Mu 

07.D6 

7.750 

BB8+- 

945530 

8.73 

+0X5 

-0.07 

+4 07 

PRSffltWSS 

1018 

8.750 

BB+ 

735000 

12.48 

-055 

+1.10 

+7X7 

ThaBand 

am 

7.750 

0BB- 

73X797 

12X2 

-089 

+1.41 

+823 

■ JfflKVMNUEAST 








Lebanon 

07/00 

9.125 

B8- 

103X435 

£80 

-0.45 

-191 

+2.15 

Scorn Aide? 

10/06 

8375 

BS+ 

86*124 

1100 

+009 

+1.04 

+634 

Turkey 

oaw 

10X00 

S 

810000 

7138 

-646 

+1X9 

+8.67 

■ BRADT BONDS 








Argeflna 

03C3 

£750 

SB 

68.8750 

921 

-641 

-OSS 

+4.14 

Brazil 

04714 

5.000 

B8- 

612500 

13.00 

-020 

-1.62 

+814 

Marico 

12/19 

£250 

88 

75.3750 

8X4 

-631 

-C.41 

+3.86 

IMBEHeil 

03/20 

6.750 

Ht 

55X000 

10X7 

-021 

-096 

+5.67 


Undsn ctakt Met* « US£ 
SQMata t Fort rojfcp. 


Swie NBaahfl DMtFT Mndkn 




BOND FUTURES AND OPTIONS 

France 

■ NOTIONAL FRENCH BOND FUTURES (MATT) FFr500, 000 


Ecu 


INTERNATIONAL BONDS 


Dec 


Open 

110-21 


Sen pries Change 
109.85 -Ota 


tt* 

110.33 


Low 
109 84 


Ed. wL Open Bl 
106X0* 708,550 


■ LONS TEW FRENCH BOND OPTIONS (IIATjF) 


Strike 

Price 

Oct 

- CALLS - 
Nor 

Dec 

Od 

— PUTS — 
Hat 

Dec 

103 

6X5 

6X5 

6X5 

. 

. 

. 

104 

£85 

5X5 

5X5 

- 

- 

0X1 

105 

4X5 

4X5 

4X5 

- 

- 

0X3 

106 

3X5 

3X6 

3X1 


0X2 

0X8 


04 rd rtCW'IW na 7JCZ fmaa an open bl, Ml <3.711 FOB 64801 


Germany 

■ NOTIONAL GERMAN BIBO FUTURES (LFFET DNQ50JM0 KWhs of 100% 



Open 

Sett price Change. 

w* 

LOT 

EsL Ml 

0pm W. 

Dec 

113X8 

113X4 -0X1 : 

113X8 

113X8 

7 

4969 

Mar 

■ 

11229 -OXI 

* 

■ 

0 

0 

■ NUnONAL GBtNAN BUND FUTURES (DTE) DM250.000 TOOChs oMOO* 



Open 

Settprice Qisnge 

»flh 

Lew 

Esl Id 

Open InL 

Dec 

114 05 

113.71 -0.41 

114.15 

113X2 

534X95 

643.058 

Mar 

114X0 

114.09 -0.42 

114X0 

113X5 

723 

11X35 

■ BUND FUTURE OPTIONS fljfFB DM250 000 points «d 100% 





ra ... 





Price 

0 a 

Nov Dec 

Oct 

Not 

Dec 

11350 

0.14 

690 1.15 

0 

676 

1X1 

11400 

0 

0X6 691 


636 

1.02 

127 

11450 

0 

0.47 671 


0X6 

1X3 

1X7 

E& wl 

■out. cate 0 Pun a premia iter * opm m. c*as ax Pure 8»» 



■ NOTIONAL 6BMAN BUND (BOBL) FUTURES 

arm mosaooo 100 ms of 100 % 


Open 

SeUpnce Change 

tigh 

Lot 

Est vol 

Open kn. 

Dec 

107.95 

10797 -0X3 

108.05 

107X5 

137,015 

240X04 

Mar 

- 

107X3 -004 

- 

- 

5 

2X72 


Italy 


■ WTTKMAL ITALIAN SCYT. BOND ptP) FUTURES (UFFE)- lira 200m Kttho 01 100% 
Open Sespnce Charge Wgn Loo 

111.43 Ml 07 -0.36 T 11.43 11098 

111.19 -0J8 


Dec 

Mar 


Eat m Open tel 
24931 87211 

0 0 


Sortie 


ITALIAN GOVT. BOKO tBTP) FUTURES OPTIONS (UFF9 LnSOOro lOCCts of 100% 
CALLS PUTS 


Price 

MW 

Dec 

Not 

Dec 

mao 

0X3 

099 

0.49 

092 

11150 

631 

a 75 

0.74 

1.19 

11200 

016 

657 

1.09 

1.50 

Esl W 

HU Cats 50 PuS TB 

ftnnc dnr'i ppm «. Cato 

IW HAS 2275 



Spain 


■ NOTIONAL SPMRH BONO FUTURES IMEFF) 


Dec 

Mar 


UK 


Open 

71511 


Settpnee (Tonga 
114.78 -0.41 

114.23 -037 


11518 


Low 

114.65 


Est voL Open InL 
75X41 101.610 


WmONAL 5 YEAR GM FUTVJRB (LffTEI £100.000 IWShs d 100% 


Open 

Sen price 

Change 

H01 

Lot 

Ea. NT 

Open ns. 

Sm 

10606 

-022 

- 

. 

0 

561 

Dec 

108 83 

-022 

- 


0 

1694 

■ MOTIONAL UK QLT FUTURES (UFFE)" £100.000 lOOOo 011 00% 



Open 

Sen price 

Change 

Hftn 

Low 

Eat ml 

Open hL 

Sep 114X0 

114.41 

-ass 

1WX0 

114.43 

79 

4624 

dec 115.15 

114 66 

•0 54 

11528 

114.60 

49807 

149566 

■ USH8QLT FUTURES OPTIONS lUFFQ n 00.000 lOOWs of 100% 




Stnta 

Price 

11450 

11500 

11550 


Da 

016 

0 

0 


CALLS - 
Kn 

Dec 

Od 

— PUTS - 
NOT 

Dec 

1.08 

1.47 

0 

092 

131 

D83 

124 

034 

1-17 

1X8 

065 

1X3 

084 

149 

1X7 


Est ml tool Cte 3251 Has 193 HWu a*»5 c*w B4. Crib 71165 Pills 38725 


US 

■ US TREASURY BOND FUTURES iCBI) SI 00.003 32H0S Of 100% 

Open Sett price Change Wgn Lot EsL toL Open nt 
Dec 123-0* 126-22 -0-17 129-13 128-21 374.767 699,088 

Mar 1Z9-« 1S-73 -0-1* lM-W 128 - 1 1 5,038 

Jun 123-04 2 


Japan 

■ MOTIONAL LONG TERM JAPAtfSE GOVT. BOND FUTURES tiffE) YlOOm IOOPb el 1W 
Open One Change Ugh Low EsL wl Open HL 
Dec 137.94 13750 - 13735 137 88 131 n/A 

Mar - 1370B 0 iva 

* LFFE tens riso traded or APT. M Am carat m eb prow m 


ECU BOND FUTURES (UAKR EOflOQ.OOO 


Open Sea tree 

Change 


LOT 

Ea. wL Open w. 

Dec 

107X6 

-0X4 

- 

- 

0 


0 

US CORPORATE BONDS 












Dsjr** 

Ant's 

Sprd 


Red 


S 8 P 

BM 

Sd 

Cttge 

chffB 

V 

Sep 22 

date 

Cngn 

Rating 

price 

y « 

*M 

y« 

Sorts 

■ innrres 









p*Ba 

07/02 

725 

AA- 

105X020 

£49 

+606 

-646 

+0X3 

NT Tel 

08/03 

7.00 

A+ 

102.7833 

6.73 

+0X4 

-622 

+2.17 

ME 

05/08 

£00 

BBS 

114X611 

£98 

♦0X4 

-0X4 

+126 

■ FWANCtALS 



. ■ 

* * . ' 


•l 



6ECC 

05-07 

£75 

AAA 

122X691 

£58 

+0X4 

-655 

+678 

Banc One 

08-02 

725 

A+ 

106X904 

5X2 

♦OX6 

-0.42 

+696 

Uede One 

0WJ7 

7X0 

BOB 

1074350 

£14 

+0X5 

-027 

+1.42 

■ NDOSTRULS 





v • 




1W4X Tech 

04/99 

625 

B8B+ 

100.1788 

5X9 

+0X2 

-0.17 

+1X9 

Wal Mart 

MAE 

£75 

AA 

105X787 

£10 

+0X6 

-0X4 

+654 

teflon Hud 

06/21 

£70 

B88+ 

135X923 

663 

- 

-0X3 

+1.48 

■ AS8KC5 


• ... 







FHU4C 

04707 

7.14 

K/A 

1122694 

£26 

+0X4 

-642 

♦0X4 

SUM 

0100 

7.50 

WA 

1032650 

£14 

_ 

-0X7 

+048 

FWM 

02/18 

£95 

WA 

1387483 

£77 

_ 

-0.11 

+662 

FFC8 

06AJ6 

£95 

H/A 

1232207 

£23 

+OX4 

-042 

+651 

■ UDKTHX 





, 


* - 


Slone Com 

02*01 

9.88 

B 

94X000 

0X0 

_ 

_ 


AKStJ 

12/01 

9.13 

B8- 

99X000 

0X0 

_ 

_ 


Pacalta 

06AM 

1075 

B- 

91X000 

0X0 

- 

- 

- 

NT OTatep {Mad a Poors flAw TWdr nnawnte PMt 

US INTEREST RATES 

Sobs: Men** OalaFT Momm 


latest 

Pit™ rate 

Broke bar tea 

Fed/unda 

Fed. fearful 


Treasury Bffis and Bond Yields 

Onsroooti - itoo year 

8ft Tpm mnrtn . fleet peer 

- - 7ft Three room 4.77 Breyrer 

5Ji Steroonto. 478 10-year 

- Ore yew _ 4.68 “ 


456 

4jS1 

458 

4.73 

5.18 


UK BONDS 


FTSE Actuaries Govt Securities 


Price 
UK S 


Wed 

Sep 23 


Day's Toe 
% Sep 22 


Accrued 

Were* 


xd adj. 
1U 


Dwi inra Sanaa 


5*23 

11 

Codpon 

S&P 

to*U 

Bid 

put* 

BM 

ito 

cbgi 

»W 

dge 

yrf 

V 

Goto 

■ ffiROW 

BB 

02,07 

5.750 

AAA 

1104200 

4X4 

-003 

-622 

+619 

sp* ' 

01/07 

£750 

AA 

709X700 

4X9 

- 

-617 

+0X4 

PWap Atarts 

03/04 

£375 

A 

102X600 

4.74 

+613 

♦XXI 

+0X6 

FWand frn 

0902 

3X31 

AA 

1068664 

3.18 

+002 

-616 

-0X0 

■ BR0 Bffl • 
Austria 

01/M 

£500 

AAA 

1074100 

3.92 

-0.04 

-617 

+612 

Atfcey NS 

0204 

8X00 

AA 

109.1700 

4X6 

-608 

-615 

+0X6 

Cred Fonder 

0204 

£125 

A 

122X900 

4X3 

-0X1 

-0X3 

+XX3 

30F FPtl 

1201 

3817 

AA- 

99X481 

3X8 

+0.02 

-610 

-612 

■ hwjlxia' 









88 

02/07 

7X00 

AAA 

118.1500 

4.36 

- 

-0X6 

-603 

Abbey Hat 

0202 

6X00 

AA 

108X300 

4.14 

_ 

-616 

+611 

Walt Disney 

0600 

£825 

A 

107X900 

4X7 

+OX9 

-0.07 

+0X7 

BBfflN 

0301 

4.743 

AAA 

100.0970 

£74 

+OX2 

-0X1 

-618 

■ BJRO f 









EE 

1207 

7X25 

AAA 

1135259 

5.69 

+609 

-0X6 

+0X5 

DrralnerBk 

1207 

7250 

AA- 

108.8423 

£44 

+0.08 

_ 

*1.40 

British &a 

0300 

7X25 

A+ 

101.1096 

£78 

+0X4 

-051 

+0.87 

Abbey Nat fW 

0202 

7X00 

AA 

1061266 

£43 

+604 

-060 

+601 

■ EUROS 

EE 

0407 

7X50 

AAA 

112.7400 

£35 

-0X3 

-655 

+668 

ASH Amro 

0607 

7.125 

nfc 

107.8931 

5X5 

*603 

-0X1 

+1X8 

Quebec 

01/07 

7.000 

A+ 

107X721 

5.78 

+603 

-0.17 

♦ 1X9 

Ctonrp-FRN 

0204 

£750 

A+ 

1065141 

£52 

+0.03 

+616 

+0.93 

■ EUROCS ' 




• .. 





Bayer L-Bk 

0804 

£500 

AAA 

118X222 

£64 

-0X4 

-0.41 

+617 

Toronto 

0504 

0X00 

AA* 

113.7452 

5X9 

-0.04 

-0X8 

+612 

Bel Canada 

07/99 

16625 

A+ 

103.7870 

5X7 

-0X6 

-0X8 

+696 

DwtocheBFRN 

0902 

5X75 

AA+ 

100X993 

5JB 

- 

-0.13 

+OX4 

■ BUBO YEN . • 





• ■ 




World Bank 

0302 

5X50 

AAA 

1161310 

0X0 

_ 

-0X0 

-603 

Spain 

0302 

5.750 

AA 

117X024 

0X5 

_ 

-618 

-0X4 

Ored Fonder 

0802 

4.750 

A 

114X590 

1X2 

_ 

-0X0 

+0X3 

RalyFHN 

07/99 

0727 

AA 

100X222 

600 

-605 

-0.12 

-0X6 


l Part reangr YM* load 1 


Sours kanaiK DawR tekmaitti 


1 

UP to 5 y*are(18) 

120X2 

-606 

120X9 

2.09 

2 

5-15 pars 1191 

170X7 

-641 

171X7 

3.07 

3 

Orer 15 years fSi 

222.88 

-0.65 

224X4 

2.84 

4 

tnedeereabtas W 

29955 

-1X2 

303X4 

3X5 

S 

Al a ode m 

162X0 

-036 

16108 

2X7 


UK Indices 

' coupon ylrfd ■ - Mgfa crayon yield - 

aep23 Sep 22 fc age Sep 23 Sep22 IT. ago Sep23 Sep 22 Yr. ago 


Mar-Mad 


6 Up 10 5 )rears (2) 

7 Orer 5 yaanO} 
S AS stacteflli 


220M 

-613 

220.77 

1X8 

4X6 

23915 

-693 

240.43 

1X7 

£08 

235 52 

-047 

236X2 

1X2 

4.91 . 


2.77 

ZA7 


2.73 

Z43 


345 

338 


23S 

227 


2m 

223 


2.72 

328 


pm (Nswtai was at sown am Man Ben* lor ovTWfc ifata? evitWV n% ere) cm rmwemwe M. 


FT Rxed Interest Indices 

Spa Sep22Sep2i apis 5ep17ttgp \*jr l rer 


Sepa s pa Sap 21 sepia Sep 17 Trap Hpr 


Uttf 


««. Secs, (wq 111.01 iii.« iiiB7 mm 111 m 99 m 11157 ami 151 - 4 1S1 ,. , sin ? : 

P nse wnaemd f 1998 Aluma resaw |g 18M. C e w i am anwno api m. rattunnni'Ta niuntm 150.49 130.28 151.51 11522 
Bw im toereneW SeartK iSnvnmU Rad Wondiaast ataey adore wmoa Fwwja, km *9.ib «MH/T» Rm MraHtfidnu coraMfca isi ffi iiwwaj. t* jaaa gmoina. 


UK GILTS PRfCES 


-YW- _52tmk.. 

H m PlfceE -or- Lar 


Wes 


_ YWsfcf _ 

W Red FltaC4.ee- 




Tims Vmc 

TreteF^j Rale 1999— 


Trees fips 1399 


1550 

- 

10QU 



MW, 

11X2 

m 

10W 


1054 

944 

£94 

100JJ 

_ 

USX 

- 

- 


_ 

1004 

11X3 

UFIGHU 



1026 

£72 

10Z11 


105ft 

682 

£47 

998 


99% 

£83 

£29 

104& 


108JJ 


63 1020 
622 103jj 
£59 Till! 
SJ82 t«U 
- KBfl 
58* 1®£ 



Hw la RSera Tore 

Trojj SJjpezBH 

»M-4 _ 

Treat ID* OTH .* 

1389-4 - 
to* s'aeaw... 


61E 

10.19 

820 

363 

782 


5JS 11211 
580 H6ti 
533 HOB 
537 119S 
607 113A 


525 IDS? 
585 U2j; 

5j*0 12 

4.19 95*3 

530 inis 


IBS 

10SA 

-i '0*4 

-A "04 
-U 'DM 
-A 

-i io*A 

low, 

-i n*ii 
-A HSU 
-4 "3H 
1154 

-i "2a 

-t 1174 

-A 111 4 
-4 "7A 


Trees 6*«pc 200 * 

100 ftn»9*iPC200S 

10SB EWM0*3)C2D05 i 

lOCfl Trees 12*21162003-5 

1004 T(CB8*3PC2D05 

IKS tod 3>tpc23S i 

1S*t Tran 7^pc 2016 

984 TrEU 74eOC 200G 

UtS% trees 80 c 2002-6 

T»S 1 ifcpc 2003-7— i 

TnBS8*jfC2[D7 

Tron7^ME2oar 

Tim 13*200 3004-6^5 
Treats 2006 

101il T*w8k2«H 

IKil n*»54pc2009 

IlSf HW8MK2D10 

1024 Can 9pcUi 7011 

IOOA TraB 9PC 2012 

wt Dm 5*2PC 2006-12 — 

106g Tim 74pc2D12-15 

707ft 

39ft 

DW to 2013 

Trees to 2015 

SS Tim Wipe 201 7 

E*8 12X2013-17. — 4 
JJS TMSto2B21 

iSh T * 60taEE 

11 «» 

1124 


-52 m*. 
Ion 


Notes 


7.72 
£09 
9.40 
7.11 
748 
649 
665 
736 
9l52 
888 
6 3 
923 
BM 
6A1 
540 
S63 
659 
£49 
523 
£18 


812 

694 

800 

899 

583 

408 


5.18 lOOif 

530 1Z2J1 

531 12BU 
SJ2 13192 
£21 119*! 
M2 1301s 
116 115** 
519 U6*j 
516 706fl 
157 1313 
5.14 ia<a 

501 new 

62B138SN 
4.88 130; 
5031241W 
*99 106,1 
602 Til, 1 , 
507 1WJ 

507 1385 
483 1054 

508 7261J 


60513004 
497 134ft 
488 14SU 
£14 171ft 
U1 141 Q 
4.73 1204 


- - - .. . -Slneek- 

01 (ZlWceE rcr- Mon Lew 


•BA MMMad 

n 


iue 

Sijpc-flO- 

i 

164 

121 ft 

2*a*'0i._ 

[7BJ 

X8S 

IMfl 

2'2PC-03 — 

(7881 

2.71 

iQKI 

<ftP0TM- (13SX1 

?55 

UBi 


--.IttXI 

253 

104B 

2*3B'«... 

—ms 

2X0 

iosg 

2ftK'f1.. 

474 6) 

24S 


2>tfe’T3. <8821 

247 

119*1 

2*jpei6_ 

— (31 Xl 

245 

111% 

2ftpt-aa.. 

— XSOl 

246 

VBft 

VtJKHk.. 

— HT7, 

242 

133* 


--J135.il 

2X8 

mu 





281 1B4H 
329200Urf 
296 2004 
2.76 1284 

268 22DU 
262 2013 * 
259 213ft 
255 179*1 
253 195Q 
292 19] 

248 1654 
245 1623 


-A 195,’. 1B5H 
-1 ai*s 191ft 
-is aOB 1884 
-4 13»H 1210 
-}1 21 IS 139B 

-fl an« 1 soft 

-14 2154 1884 
-fl l80ft 155U 
-1i 197ft 1663 
185ft 16QU 
-14 167ft 134ft 
-1ft 165 131U 


1073 99ft 
1124 95ft 
137ft 118ft 
1*4 1204 
1084 90 

12ES 1Q633 


SSSSSLS 5 ^"— 


-fl 132 in* 

^ JJ74 IS 0*tierR»tl Interest 

-fl 1734 15® 

-14 M3B 1154 „Yfca 

_ »» w Rm Price. 


-14 mt 8Sft 


cnofeto. 


106ft 100*2 W»LMB3*2PC . 


-4 iMft 110B QwSaic'WAiL 

-4 1Z2U 1150 DwtoWtt 

-J 974 87fl CoQBb2*zpe— 

-ft 122ft 1144 Tre»2*9C- 


■ T« M Al W GBs m tai.ire u mro*e« a BSpUtn. E Aedsn ta* id EiMto. 

QBQHBd in ksbc Greens taw sw ri (Win pm t pita. 


524 

499 

401 

5.49 

504 

£12 


764 
70, i 
8?4 
«ft 

49ft 
*«1 

Ootag ndHitai an 


A*nD»irlOftes20D9_ 

Bta»Hftpe20l2 

l*aslS*jpea» 

77tJ 574 Ure®ao*3*jpelTHi.,., 

52inocto-a}Aii_- 

6811 Mn9BUMlftseaS7- 


,Eta. 

Lot 


7.49 557 136ft 
754 Big 1521, 
999 -148*, d 

603 - 58a 

£» - 50 

8.19 5.70 140ft 

337 500 88 

- Ml 160ft 

- 329 173ft 

dww h pewdi *r £1fld neta re ***. Proroaahe red Mo LUred 


-K 714 

-B 884 

-fl Sft *1R IllW 3pc £. 


-S 50ft 

-ii 49fi 


38fl ifntt ton TfttcL 7021. 

36 4ftpcLBH 


1 36ft 1258 
152ft 137ft 
148ft 1»ft 
S8 48 
50 41 

140ft 128ft 
89 « 

167ft 172ft 
187ft 147 








KAHS 


753 

5 yre 

5X4 

5X8 

6X8 

£39 

£33 

6TB 

536 

531 


'i 


15 yes 

4X3 

4J7 

6.83 

499 

493 

6X4 

£05 

4X9 

£72 



20 yrs 

4.78 

4.72 

£63 

4.97 

4.91 

6X1 

£04 


£72 

■a 


bred.t 

5X4 

4X8 

£72 






■J 

7^t 










11 



— 

Mtatian 646 — 


— Wtattal ION 

, 






Sep 

23 Sep 22 

Tr. age 


Sen 23 

Sep 22 

Yr. ago 



4> 






“ «fe - 


tjist 




* 1 . 


- •***HVj 







V-j~*. V. . 

•«* /•. - i_. 

s. v... 

**■’**—■ V . „ _ 

^ «*5.- . . 

f- h* j* •*«—■. ... 

3* , "+ ^v^v*;. ■$_. . 

«WS^.-. Vr'-./rc... . . 

1 '^rvJ'nv\ jf.r. ^ s » — 

.L«. •",.... 
- ... 

f- / 

-." v. 0 .’ 

V . :... -. __. . ;. 

v; 

. ." -> : • 

*' **' tfta* '■*»'< 


FINANCIAL. TIMES TH URSDAY SEPTEMBER 24 1 998 ★ 


CURRENCIES & MONEY 


Dollar sinks 


Rra^RETORT 
By Christopher Mams 

The dollar s ank shar ply late 
yesterday after Alan Green- 
span. chairman of the US 
Federal Reserve, said the 
risk of an economic slow- 
down In the US had 
Increased. 

Expectations that the US 
may cut interest rates inten- 
sified. "Deteriorating foreign 
economies and their spill- 
over to domestic markets 
have increased the possibil- 
ity that the slowdown in the 
growth of the American 
economy win be more tha n 
sufficient to hold inflation in 
check," Mr Greenspan told a 
Senate committee. 

The dollar shed half a 
pfennig against the D-Mark 
on the news, losing earlier 
gains to trade at DM1.680. 
from DM1.685 on Tuesday. 

"The way the market is 
interpreting it is that a cut is 
more likely," said Marc 
Chandler, senior currency 


strategist at Deutsche Bank 
Securities in New York. 
“The Fed has press u res and 
Greenspan is trying to look 
ahead. He is signalling a 
change in policy and the reel 
question is rimbig if the Fed 
doesn’t cut next week, the 
m a r ket wOl expect an even 
bigger cut later." 

A spate of comments 
recently by Fed officials, 
appearing to rule out a coor- 
dinated easing in monetary 
policy worldwide to help 
stimulate the global econ- 
omy but leaving open the 
possibility of a reduction in 
US interest rates, has fuelled 
speculation the Fed may act 
"People are realising that 
the Fed is very sensitive, to 
the international crisis. A 
weakening of interest rates 
in the US looks more likely 
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on Greenspan testimony 


than in Germany," said 
Julian Callow, European 
economist at Dresdner Eleln- 
wort Benson. 

With Japanese markets 
shut because of a holiday, it 
was left to London to set the 
early tone. Renewed pessi- 
mism over the chances for 
effective banking reforms In 
Japan, considered essential 
if the country is to drag 
itself out of recession, helped 
support the dollar. 

“The dollar is sttU looking 
fairly well underpinned 
against the yen," said Jer- 
emy Hawkins, chief econo- 
mist at Bank of America in 
London. "People are becom- 
ing increasingly unena- 
moured with the way finan- 
cial reform is going through 
in Japan. Even if they agree 
something, whatever they do 
may not have the financial 
impact needed to address the 
situation." 

Expectations that tempo- 
rary capital flows into Japan 
would shortly cease put 
additional pressure on the 
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yen, which fell from Y135-3 
to Y13&2 against the dollar. 
Japanese companies have 
been repatriating overseas 
assets to bolster balance 
sheets before the end of the 
fiftmi half-year 

■ True, a cut in US rates 
would have long term bene- 
fits for Brazil and other trou- 
bled Latin American coun- 
tries. But, with US still 


experiencing relatively 
demand strong, there are 
few domestic drivers compel- 
ling the Fed to make such a 
move. Michael Scarlatos. 
currency strategist at Bank- 
ers Trust in New York, said 
the US could instead use its 
fiscal surplus - expected to 
be some SSObn this year - to 
cut taxes and boost spend- 
ing, measures that would be 
just as effective as a redac- 
tion in interest rates. 
Because of its status as the 
world's biggest consumer, 
both moves would suck in 
bigger import volumes, spur- 
ring growth and aiding Bra- 
zil in its struggle to avoid 
devaluation. 
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■ Greece signalled yesterday 
that it would prefer to main- 
tain the drachma's 15 per 
cent fluctuation band 
against currencies partici- 
pating in European mone- 
tary union. The drachma 
and the Danish krone, 
although within the 
exchange rate mechanism 
(ERM), wiD not join the sin- 
gle currency when it is intro- 
duced on January L 

Speculation about the 
drachma’s tr ailing range in 
the post-EMU lamimapp hag 
caused the currency to fluc- 
tuate ahead of a meeting of 
EU finance ministers this 
weekend, when the level is 
likely to be decided. Too 
tight a range and Greece 
would be forced to cut inter- 
est rates dramatically to 
bring the drachma down. 

Sharp p*in« in the npni«>» 
krone, following a one per- 
centage point increase in 
interest rates last Friday, 
forced Denmark’s central 
bank to intervene for the 
second day in a row. 
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Royal Bank of Canada Europe Ltd 
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Lead Managers 


Gulf International Bank B.S.C. 
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Berliner Bank AG - Bankgesellschaft Berlin Group 
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Agent 
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Frankfort Branch 

Banco di Napoli, SpA, London 
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COMMODITIES & AGRICULTURE 


Rise in oil could mark change in fundamentals 


MARKHTSREPORT 

By Paul Solman 


World oQ prices rose again 
yesterday, continuing a 
trend that has seen the flag- 
ging prices jump more than 
$1 in the past week. 

In late trading on Lon- 
don's International Petro- 
leum Exchange, the Novem- 
ber contract for Brent blend 
was $14.70 a barrel up 21 
cents from Tuesday's close. 


“We have seen some short- 
covering by funds and some 
more long positions being 
taken,” Leslie Nicholas, at 
GNI, said yesterday. “The 
hurricanes are also affecting 
US weekly statistics and are 
likely to continue to do so 
for several weeks.” 

Mr Nicholas believes the 
gains of the past few days 
could maiit a change in fun- 
damentals in the oil market. 

“We have seen more oil in 
transit in the past few 


weeks, and there are con- 
structive prospects for an 
increase in demand in the 
winter. The price is on an 
uptrend and there’s a good 
chance of it testing higher.” 

Also yesterday, a meeting 
of oil ministers from Iran. 
Algeria. Oman. Kuwait and 
the United Arab Emirates 
suggested keeping open the 
possibility of further cuts in 
production. 

Kuwait, which hosted the 
meeting, hinted that cuts 


were possible before a meet- 
ing oF the Organisation of 
Petroleum Producing Coun- 
tries in November. 

The International Energy 
Agency reported that 6.3m 
barrels had been drawn from 
US crude stocks last week. 

Meanwhile. Rio Tin to said 
it had closed its Huelva cop- 
per mine in southern Spain 
because of the depressed 
global copper prices. The 
mine, which produces 50.000 
tonnes a year, will be out of 


action for three to six 
months. The company said 
its production costs were 
$1300 a tonne - significantly 
higher than the current 
price of copper. 

Three-month copper closed 
yesterday at $1,647 a tonne 
on the London Metal 
Exchange compared with 
Tuesday's $1,635. 

Three-month nickel was 
$4,155 a tonne against the 
Tuesday close of $4,110. 
Nickel production in Cuba 


could be interrupted as Hur- 
ricane Georges moves into 
the eastern province of Hol- 
guin. The hurricane may 
also cause additional prob- 
lems far the country's sugar 
cane crop, which has already 
been damaged by drought. 

Gold was “fixed” in Lon- 
don yesterday afternoon at 
$288.90 an ounce, the same 
as Tuesday afternoon's fix 
but higher than file morning 
fix of $288. Later in Europe, 
bullion closed at $28930. 


Palladium also rose in 
Europe after Tuesday's fall. 
At the close, it was $3 higher 

at $284 a tonne. 

Talks between coffee pro- 
ducers and consumers on 
the future of the interna- 
tional coffee agreement will 
continue today at the Inter- 
national Coffee Association 
in London. On the London 
International Financial 
Futures and Options 
Exchange, coffee closed $14 
lower at a $1391 tonne. 


Argentina takes a serious 
look at forestry sector 


A new law allows tax breaks for investors and it is hoped that 
200,000 hectares a year will be planted, writes Andrea Campbell 


A rgentina is. renowned 
for its sprawling pam- 
pas grasslands, but it 
could soon become known 
for vast forests of pine and 
eucalyptus trees. The idea 
was launched this month 
when Argentina's Lower 
House passed a forestry pro- 
motion bill that is expected 
to receive Senate approval 
before the end of the year. 

The proposed law offers 
tax breaks for potential 
investors - from fiscal sta- 
bility for the life of the proj- 
ect to a refund on the coun- 
try's 21 per cent value-added 
tax within a year of invest- 
ment A 10 -year subsidy pro- 
gramme is also included, fin- 
ancing up to 80 per cent of 
land costs. 

The legislation Is modelled 
on Argentina’s successful 
1993 mining law and govern- 
ment officials are hoping the 
forestry sector wifi take off 
in much the same way - in 
the past five years some 80 
mining companies have 
invested an estimated $4bn 
in Argentina. 

While it is not the best 
time for the forestry indus- 
try. given the worldwide 
slump in commodity prices 
and a drop in Asian demand, 
the government hopes com- 


panies will plant an average 
of 200.000 hectares of trees a 
year between 2000 and 2009. 

“Argentina has a lot of 
lost time to make up for,” 
says Esteban Takacs. direc- 
tor of several new forestry- 
related projects and former 
head of the national forestry 
service. “Livestock and agri- 
culture have been every- 
thing in Argentina and for- 
estry is only now being 
taken seriously.” 

To date, the government 
has received requests to 
plant 120,000 ha in 1999, up 
from 20,000 ha in 1992, when 
the first incentive pro- 
grammes were launched, 
says Daniel Maradei. adviser 
to the secretary of agricul- 
ture. livestock, fish and food. 

“We are expecting a large 
influx of investment as a 
result of this law.” says Mr 
MaradeL “For countries like 
ours, to have guarantees 
that the rules of the game 
will be maintained for 50 
years is something tremen- 
dously important, and I 
think for all of Latin Amer- 
ica it’s something very new.” 

Unlike neighbouring Bra- 
zil and Chile, both big for- 
estry producers. Argentina's 
timber resources have been 
largely limited to small- 


scale. highly protected man- 
ufacturers supplying the 
domestic market. But after 
years of a closed economy 
and hyper-inflation, Argen- 
tina still possesses large 
tracts of land outside the 
main agricultural areas. 

Land prices are one-quar- 
ter those of Europe and even 
cheaper than in Brazil, while 
timber yields are among the 
highest in the world. Geneti- 
cally engineered southern 
yellow pines grow at a 
record 35 cubic metres per 
hectare a year and are ready 
to be clear-cut in 16 years, 
against 45 years in the US- 



Argentine land prices are one-quarter of those of Europe, while its timber yields are among the highest in the world 


Hutchison 


G overnment officials 
began actively promo- 
ting the sector's advan- 
tages outside Argentina with 
road-shows to the US. Can- 
ada and Japan this year. But 
many foreign investors have 
already shown interest in 
the country’s forestry poten- 
tial, particularly the Chil- 
eans. who are responsible for 
more than half the $l.5bn 
invested since 1995. 

Faced with the scarcity of 
land at home. Chile's Arauco 
and Compafiia Manufactur- 
era de Papeles y Cartones 
(CMPC) have crossed the 
border to occupy some of the 


20m ha of savannah Argen- 
tina says are available for 
forest plantation. Arauco. 
owned by the Angellini fam- 
ily, claims the second largest 
plantation forest in the coun- 
try and has invested $i30m 
in new technology. 

The Matte group's CMPC 
acquired Protisa, the tissue 
paper company, and is plant- 
ing 6.000 ha a year in prepa- 
ration for what would be 
Argentina’s first world class 
pulp mill complex, estimated 
to cost $700m. 

Other newcomers include 
New Zealand's Fletcher 
Challenge, inland Container 
of the US and Germany's 
Danzer. Several oil compa- 
nies have also taken an 


interest, including Argen- 
tina's Perez Companc and 
Yacimientos Petroliferos Fis- 
icales. The Anglo-Dutch 
firm. Shell paid $21m this 
month for 9,200 ha in the 
province of Buenos Aires, 
adding to 15.000 ha acquired 
last year in what some see 
as a bid to collect environ- 
mental credits on green- 
house gas emissions. 

“There are companies sub- 
sidising plantations to 
obtain carbon emissions 
credits. It's not a declared 
intention but it’s an addi- 
tional advantage these com- 
panies could have,” says Mr 
Maradei. The move also 
helps Argentina's own envi- 
ronmental problems. Since 


the turn of the century, it 
has lost two-thirds of its for- 
ests to agriculture and indis- 
criminate cutting. Of the 
35m ha of remaining native 
forests, 15m ha are consid- 
ered degraded and the rest 
could disappear by 2036. 

In a controversial pro- 
posal, Savia Inc. the US- 
based logger, is looking to 
turn 400.000 ha of beech for- 
ests spanning Argentine and 
Chilean territory into the 
largest tract of green certi- 
fied temperate rainforest in 
the world- 

In spite of Savia providing 
an environmental impact 
assessment the project has 
been opposed by environ- 
mental groups. 


“It's important as a lead- 
ing case of how well-man- 
aged forestry could be 
installed in Argentina,” says 
Mr Takacs. director of Lenga 
Patagonia, Savia’s Argentine 
subsidiary. But while native 
forests represent 30 percent 
of the country’s annual tim- 
ber production. Argentina’s 
main potential is in planta- 
tion forests. 

As forested land becomes 
more scarce and demand 
rises. Argentina will be one 
of the few countries able to 
increase production. Exports 
have risen by 30 per cent a 
year since 1991 and in cer- 
tain sectors, such as round 
logs and pulp, have far out- 
stripped world growth rates. 
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m price 
of coal 


By Paul Solman 


International coal prices are 
continuing to fall in the face 
of weak demand from Asia, 
rising production and higher 
stocks, according to the 
World Bank. 

In its latest quarterly 
report, Commodity Markets 
and the Developing Coun- 
tries. the bank says buyers 
are increasing the amount of 
coal they buy from the spot 
market because of low spot 
prices. 

“Spot sales have been com- 
pleted at as much as $10 a 
tonne below the Japanese 
Chubu benchmark price of 
$34.50 a tonne,” the bank 
said. “Current spot prices 
will undoubtedly affect con- 
tract negotiations for next 
year.” 

Prices in the US are also 
weak and hot weather in 
parts of the country has kept 
demand for coal subdued. In 
addition, some US utilities 
have taken advantage of low 
prices In the jet fuel, heating 
oil and heavy fuel oil mar- 
kets by using these fuels to 
operate their generators. 

Falling exchange rates in 
Australia, Indonesia and 
South Africa have also made 
coal fh>m these countries 
more competitive, and their 
exports are increasing. 

The World Bank expects 
demand for coal to pick up 
next year, and forecasts pro- 
duction to rise by 3 per cent 
hut says the global export- 
able surplus is expected to 
continue into 1999. keeping a 
lid on prices. 

The bank forecasts prices 
to hold at this year’s level of 
$35 a tonne during next year 
and in 2000. That compares 
with $36.40 in 1997, $37.20 in 
1996 and $39-20 in 1995. 

• India produced 22m 
tonnes of coal in August 
compared with 20 m in the 
same month in 1997, Reuters 
reports from New Delhi. 
Stocks were 24m tonnes 
compared with 17m tonnes a 
year earlier. 
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1062 3.1K 15531 

Apr 

65275-0500 65550 65.100 1.117 

0223 

Moy 

71L75 

♦0.75 

78.75 

7850 

35 

1569 

Jte 

1084 

♦3 

1092 

1078 1556 9552. 

Jun 

62.425 -0575 62550 62250 882 

0295 

Total 





SO 

7562 

S«P 

1101 

+3 

1108 

1105 1.113 26,846 

Anfl 

62400-0275 62650 62250 497 

2012 

B MBAT C8T BJWtai tnta; taMIBBb hrahefl 


Total 




48537173583 

Total 

13569 

17588 


Oct 

355.5 

+22 

356.0 

3523 

2583 

8.649 

Jk 

355.7 

+20 

3565 

3525 

1529 

3570 

Apr 

356.7 

+20 

- 

- 

100 

150 

Jot 

357.7 

+20 

- 

- 

5 

31 

Total 





3^*17 12330 

■ PALLADIUM KIVEt ilQOTray uu SArej nzj 


»K 

28800 

+225 

_ 


5 

10 

0k 

281.00 

+225 28250 27750 

226 

2703 

Her 

27150 

+225 

- 

- 

- 

328 

Total 





228 

3530 

B StLVEt tsm RK» TI0| a; CbMw tw 


ta 

5002 

+15.6 

4898 

488.5 

134 

145 

Ok 

5045 

+15J 

5070 

4825 

6.461 53.752 

Jk 

5065 

+155 

5025 

5005 

e- 

49 

Mv 

508.2 

+155 

5120 

4920 

138 10569 

Kay 

5105 

♦155 

_ 

- 

1 

1.759 

Jut 

5135 

+155 

5060 

4965 

1 

2.794 

Total 





75« 74594 


Ok 


27475 - 277m 27150 21546 64580 

Mar 28975 - 29250 287.00 4,427 28.110 

Map 299.50 *050 301 00 29750 326 5.173 

M 30975 *075 31150 30700 1.832 11.588 

Sap 31775 *075 31775 31550 1 406 

DK 328.00 -150 32950 328.00 3 315 

TOW 28.134 130,174 

■ MACE C8T 6500 ta min; cenufiSb total 


■ COCOA CSCE (10 tome Stan* 


■ LEAN HOGS CUE (40,DOOt>s: carats) 


Dk 


1533 

♦12 

.1542 

1525 2632 34,068 

Oct 

41525+0550 42.125 41550 2.S12 

10571 

1571 

+11 

1578 

1563 

466 21,236 

DK 

40.075 -0.125 40500 39.750 1584 

13,632 

1597 

+12 

1601 

1596 

273 6571 

U 

44550-0.150 44.400 43.775 1.132 

5579 

1624 

♦12 

1628 

1625 

25 1535 

Apr 

46500-0375 46.400 45500 269 

1535 

1640 

+12 

1647 

1647 

46 1577 

Jk 

54.72S-OS25 55300 54500 108 

1.447 

1676 

+1Z 

- 

- 

93 4591 

jtH 

55500-0500 50100 55500 IT 

579 





3566 74502 

Total 

65B2 

34595 


Dk 


Sap 

Dk 

Total 


20550 -1.00 20B50 20475 32.774181.383 
218.50 -075 220.75 216.75 3596 63.858 
225.75 -a 75 22840 22450 1X1 34505 
23200 -0.75 23450 23050 1578 34793 
23750 -175 24050 23750 123 5.718 

24675 -1.50 23X25 24100 566 15577 

40564 328592 


MIT 

Jul 

S*P 

Dk 
Total 

■ COCOA (KC0I GDR’a/tunoe) 


■ PORK BBUES CUE pO.OOOfcp; centt/lbR 


Sep 22 
Daily- 


Price 

120656 


Prev. dey 
119750 


■ COrttfc LKt (5 tomaa; Stew} 


fl BMLEYliTE (100 taneeE perform 


ENERGY 

■ CRUDE OIL NYMEX (1 500 barrets. Standi 


Dk 

Jk 

Feb 


Apr 

Total 


letaat Dayii 
price ebanga Ktffii 

15.79 -055 1610 
15.90 -0.04 
1589 -0.06 
16.10 -0.07 
1670 -0.07 


1&1B 

167S 

16.27 

1640 


16.43 +056 16.49 


Low VU M 

15.70 62.725 1275K 
1551 20.436 80*36 
15.02 3594 43.491 
1608 786 20538 

1670 1.709 18519 
16143 3.121 11.802 
134502 489J33 


Sep 

7235 

+1.35 

_ 


Nov 

7235 

+060 7235 7200 

56 

809 

Jan 

75.00 

+075 7500 74.65 

83 

614 

Mv 

7750 

+075 

- 

60 

May 

78.00 

+0.75 

- 

23 

Total 



138 

13W 

B SOYABEANS CUT &0QOB nrir.cvMOto testa) 

tew 

SZ63S 

-330 533.00 52630 25392 92.576 

Jan 

53675 

-100 542.75 53650 

2643 25.801 

aav 

54775 

-230 55200 5*675 

1341 

19.904 

•My 

55635 

-230 562.50 556.00 

722 

7377 

M 

56450 

-100 57030 564 JO 

1393 10672 

Aug 

56550 

-200 567.00 56530 

3 

642 



1671 

-0 1695 

1660 

130 

1341 

Nov 

1591 

-14 1617 

1578 1556 18352 

Jk 

1544 

-21 1575 

1538 

407 

7,185 

(te 

1521 

-21 1548 

1513 

243 

2510 

Mffir 

1505 

-22 1510 

1500 

227 

1326 

jm 

1495 

-22 1495 

1485 

4 

436 

Tow 




2376 31371 

B C0FTB V CSCE (37.500*8; CKtsAfl 



Dk 

10105 

♦020 10430 10035 4,400 17,926 

Mv 

10215 

*030 10330 

99.75 

646 

7387 

May 

10275 

-O10 10435 10030 

104 

3.418 

Jul 

10330 

-055 10435 10130 

21 

1543 

Sep 

10500 

-035 10650 10335 

12 

1.470 

DK 

107X0 

-045 107.00 10630 

3 

468 


M 47.750 -0.075 44150 46500 740 

Mar 47575-0550 48500 46.750 52 

May 48400-0.100 44100 46500 3 

TOW 802 


2586 

223 

24 

3.1B 
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LONDON TRADED OPTIONS 

Btito price $ tonne 


■ AUMMUM 

(89.7%) LME 
1250 


1300 . 
1350. 


Total 

■ Cong geo) m3 cwpoum 


5,186 32412 


■ COPPEB 
(tele A) LME 
1600 


TOW 


33532 181552 


■ SOYABEAN OH. C8T (60500BK centatu 


■ CRUDE 0B. ft: ffftanaO 


Nov 

Dk 

Jan 

Fob 


Total 


Bpn Day's Open 

price change H0 Low Yd tat 

1450 +051 14.73 14.43 23748 78557 

14.E6 -052 14.89 1459 9.483 53470 

14.71 -053 1455 <457 1423 37.580 

14 83 -0.02 1550 14.78 1706 17594 

1558 +61? 15.10 1506 

1506 -0.0? 1556 15.06 


149 13.342 
25 6.343 
ole art 


■ LME AM OtOctal US rata: 15787 
LME Poring US rata: 15805 


■ HEATING fflL NYMEX (42,000 US gait; cAS gate} 
Latest Day's 

price change Mgh Law 

4155 -131 4250 41.60 
43.05 -0.16 4360 4250 
4455 -021 4450 4355 
44.95 -Q.1B 4570 4450 
45.70 -0.06 4670 45.65 
4555 -056 4670 4555 


(*K 

M 


Oct 


DM 

JK 

Feb 


Tetri 


W 

11739 28565 
7.549 38.494 
2.111 26.017 
744 2453? 
258 19,021 
487 16507 
23,778180583 


S(Nt 15797 3 nftr 1 6E3 B nte 15657 9 RUE 1.SSM 


GAS OH. IPE (Sterna) 


■ H&H HUM COPPER (COMBO 


Open 

M 


Oct 


Fed 

Taut 


Sett Dare 

price charge H£i Low YM 

7550 +155 75.60 7470 683 2.184 

74.90 +1 35 7S.M 7350 379 U33 

75.00 +150 7510 7190 252 21N 

75.05 *1.40 75.10 7350 9,474 30704 

7570 +1.30 11 2595 

7575 +1.30 4 1713 

11,215 60^485 


Dk 


Feb 


Total 


Sett Bey's 
price ebanga tflpr 
12870 *170 13075 
131.00 +170 13370 
13300 +0.50 13550 
135.50 +0.50 137.75 
137.75 +170 138.75 
m00 +1.00 1*070 


Low 
127 50 
30.75 
13300 
13550 
137.75 
13925 


tat 


Hot 
8.167 31.694 
4.196 22.354 
4767 38.773 
2756 16.614 
486 11531 
306 8.113 
1 S£B3164,898 


Oct 

2437 

-053 

25.45 

2456 

4360 22.421 

Dk 

2531 

-046 

25.72 

2515 

7.086 48.153 

Jk 

25JQ 

-034 

2553 

2521 

1.476 

11JS9 

Mv 

2530 

-028 

2135 

2S06 

m 

16.421 

M*T 

2538 

-022 

2535 

2555 

6® 

8 39? 

Jul 

2510 

-0.13 

2537 

2SQ0 

674 

8331 

Total 





UK* 11&4T7 

B SOYABEAN MEAL CUT 1100 tana: Sten) 


Oct 

1264 

— tl 4 

128.4 

1263 

5571 

21.710 

Dk 

1313 

+03 

1335 

1308 

6559 67536 

Jm 

1333 

♦a* 

1352 

1312 

1562 

15.809 

Mv 

1383 

+04 

1397 

1373 

640 14529 

*»7 

1413 

♦0.4 

1435 

1413 

307 

7562 

JM 

1465 

-03 

148.0 

1465 

6*4 

7502 

Tetri 





17533140442 

■ POTATOES LIFE (20 tames. £ per Scene) 


No* 

805 


_ 


_ 

3 

Mar 

1303 

+5.0 

- 

- 

- 

- 

Apr 

164.5 

+65 

1655 

1625 

122 

1539 

toy 

1743 

+05 

- 

— 

- 

29 

Jan 

16*3 

+65 

- 

- 

- 

- 

TaM 





122 

1539 

■ FBBGKT 1B0TD0 UFFE (SIDflodcr po«) 


Sep 

905 

-TO 

_ 

_ 

_ 

91 

Oct 

9H 

-18 

980 

960 

43 

429 

Jan 

1005 

-15 

1005 

1005 

5 

414 

Apr 

1010 

-25 

- 

— 

- 

201 

Jnl 

905 

-15 

- 

- 

- 

204 

Total 

OOH 

PICT 



159 

1,740 

BH 

906 

900 






sap 22 

Rmp.<taty 

15 day average 9674 


.9379 


Pm. day 

9175 

98.75 


1700. 
1800 . 


■ COFFEE LITE 


B wunoE SUCAI1 Ufre (50 tonnes Sflnnno 


1600. 


Ok 


m 

Aag 

Oct 

DK 

TdW 


2166 

wn 

2252 

229.7 

2307 

2335 


-t 2 2187 214.0 1543 15,13 

-27 2213 2197 949 1*791 

-25 2285 2247 156 14® 

-25 232.0 2277 172 1.763 

-25 2295 2218 27 1719 

-2.6 - - - 136 

3747 34706 


■ COCOA LIFFE 
975 


1025. 


■ SUGAR ir CSCE mZOOOtos.- cantata 


B BRBfT CRUDE PE 
1400 


Oct 


Oct 

Total 


7.10 -079 
7M -070 
7.46 -075 
771 -070 
7.99 -071 


771 

777 

7.75 

7.75 

871 


67213515 37720 
75411.799 IT AX! 
775 2.186 13,161 
751 530 8566 

755 506 1961 
28748161370 


— Crib — 

— Pete — 

tor 

HO 

Nov 

FeU 

_ 79 

113 

7 

18 

_ 44 

79 

22 

33 

_ 20 

53 

46 

55 

tor 

Feb 

tor 

Feb 

- 79 

117 

28 

56 

_ 30 

es 

79 

106 

_ 9 

37 

156 

172 

N« 

JK 

Nov 

Jen 

... 61 

61 

20 

67 

_ 31 

41 

40 

97 

_ 16 

28 

73 

134 

Dec 

Mv 

Dk 

Mar 

_ 60 

86 

12 

14 

_ 43 

60 

20 

20 

- 30 

55 

32 

31 

on 

Nov 

Oct 

NOV 

_ 

130 

24 

- 

_ . 

90 

. 

. 

_ 35 

- 

- 

- 


CROSSWORD 

No.9.7 95 Set byGALAPAGOS 


■ COTTON NYCE (50000te centals) 


LONDON SPOT MARKETS 

■ CRUDE Ofl. FOB (per Bwrel) 


•MT+ 


OCt 

Dw 

MS 

May 

JbI 

Total 


74.01 -4® 75.15 7470 745 715 

7677 -0.42 7674 76JW10.717 39,788 
75.05 -41.34 7S5S 7570 1592 21,160 
74.75 -0.15 TSJX 7475 277 10515 
7470 -0.10 7470 7440 250 6770 
11860 87317 


S137W7RC +0.17 
Brent Bend (dated) S1477-4.72 +059 

Bran BM (Nov) 51459*64 +029 

*•71 S1S77.5B9* +057 

■ OIL PRODUCTS NWEinatol detawy OF (tamo) 



SSL, 

s’?"' 




■ ORANGE 70CE JffCE (ISJXfflbc; CttttAs) 


S«P 

ToH 


104.75 -1.10 1 06.40 1 0470 1,848 15791 

107.70 -1.15 10040 107.00 696 7,065 

11055 -1.15 11120 11070 822 4.427 

11195 -1.15 11470 11470 212 978 

11570 -T.10 - - 12 322 

117.30 -1.10 36 

3782 28551 


■ NATURAL GAS PE (1700 tans proper Ubto 


PULP AND PAPER 

■ PUIPEX 0MLX (USS; 24 * (toy nw 


PRECIOUS METALS 

■ LONDON BUUJ0R MARXET 
(PHces stBpsed try N M RorkoM 


oa 

Nov 

Total 


12380 +0.180 11450 12250 1725 1810 
13.980 +0.130 14720 13700 *25 2735 

1415 28205 


[ NATURAL CAS NYMX (10700 ikiBBl: SHmSog 


6oU(neyo2) 

Oqh 

Openmg 
Morning fix 
Aflsnoai Its 
Day's fflgti 
Day's Low 
PMsdK 
Loco Lite Uasn 

1 Dxmtn - — 

2 months 

3 nionttis — — 

Steer Rx 
Spot 

St hw Le pdtag 

1 oxboi . 

2 mom 

3 morths 

eridCotat 

Krugotand 
New Sowmgn 


S price 

E equftr 

SR- eguar 


Luton Day* 



Open 

mausuo 



price ehnge ragfa 

Lev 

1M M 

3760-3350 



ora 

2.150 -0.036 

2250 

2110 43570 41,071 

28000 

171.43 

40251 

tor 

2590-0027 

2.470 

2350 14.982 38.175 

28800 

171.78 

403.45 

Dk 

2585-0007 

2540 

2545 

7,103 32036 

3920-3950 



Jan 

2635-0002 

2575 

2600 

4534 30*10 

37 60-3850 



FeU 

2515+0003 

25*9 

2485 

2131 20570 

3UB-38.TD 



Mae 

23*5 -0012 

0370 

2325 

1309 18536 


Soft Dayte Open 

price charge 0gh law vst tat 
Dk 42870 -170 43MB 426.00 10 372 

tear 45140 -4.50 45100 45150 20 112 

Total 30 432 


FUTURES DATA 

Ai tuUass &a sate! Sy CMS. 


VOLUME DATA 

Own 'meres and VAime on jhcvm lor co nt r aos 
trwad on C0MBL NYMEX CST, KYCE. CME, CSCE 
aM B>E Crude M as one doy in omen, votume A 
Merest totals at tor an tradU maths. 


GoM Landtag Rates (M USS) 
.488 6 monos. 


Total 


-399 


7X44430470 


.7.61 


.4,74 12 months , 

A 58 

pftuy ol US cts «M». 

29070 48870 

Rates 

ITS 6 nraitfla Z0S 


■ IMPAnHi gasoune 

NYMEX (42.000 US gaCs^ OUS gate, i 


.100 ISiwnOls . 


-175 


—245 
5 price 
290-204 
67-71 


OCt 

HPV 

DK 


E a Mv. 
in-175 

4(M2 


F=d> 

tear 

Total 


Latest Day's 
price change 
45.65 -047 4640 
4575 -0.42 4635 
4675 -076 46^ 
4660 -0.46 *770 
4745 -0.13 47.75 
4870 -070 4840 


Optlt 

Lorn Md tat 
4540 14.189 20470 
4545 10370 30700 
45.55 3.476 1839 
464Q 1.123 4.773 
4755 412 1398 

48.40 240 2433 

30703 8B4S2 


Nuts and seeds Prioas tram Heratkn 

London S per mA. banian yastactiloa 2S! 
30 raw (in shed) naturaBy opened 
crop 1997 » S3, 100 FCA or 3,050 CFR 
from (ran. Stow before new crop. 

Turkish haaetmta 13/15 end n/i3. for 
new crisp macabon $*,050 CFR Mariret 
on the mease. Indian cash owe crop 
1903 CPU bom mp onippers. W32Q at 
S5.700. W240 at 57,100. US almonds 
standard 5 par cam mop 1888 at S4.500. 
US walnuts Inshell/HtMJey at 1.810 FAS. 
LHP martrat opened at 4400 FAS. US 
tasliea tuOlowtr seeds mortal b at 775 
level tor second-hand goods. Chinese 

otne kenwh new crop at la on ocFB. 


INDICES 

B Rwtara (Base ifliMI = 100) 

Sep 23 Sep 22 taanUi ago 
14745 14670 15217 

iwrago 

18892 

B CHB Futtan (Base 1967 = 10(0 


S«P 22 ta 21 Bonffl ago 

3E-78 an.72 

B SO Spot (Bate 1970 = 100) 

jmrage 


Sep 21 tofttst 

15370 15271 141.44 

UR WHBOUSE ST0CK8 (teal) 
Akirinlwn 
AtoaWin Stay 

Cooear 
VbsA 
Meta 
ax 
TIB 


yea qe 

18773 


ss 

to 

SOI ,950 

+100 

to 

76560 

+4500 

to 

387.200 

-ISO • 

to 

116,075 

-68 

to 

SUR 

+1^400 

a 

369.176 

♦90 

■ 

a 500 


PreuUwn gbsoBw 

SI 53-161 

+2 

Sas 01 

5129-130 

+1 

Heavy Fori 01 

S71-73 

*5 

KxHte 

5129-132 

+1 

Jet tofd 

S146-148 

+1J 

Oaae 

SI 43-144 

+1 

fl NATURAL SAS (PencaUHrml 


Bacw m 

12^5-12.40 

+01K 

Aotann Ap ol rn la* w 10WI OSS om 


a (met 



Boa (per troy oa* 

SZ89L45 


SOrer {per troy tn)5 

468.00c 

-150 

Ptatmora {per troy cej 

5353,00 


Patedhire (g* trey «4 

527800 

+250 

C0RH 

7BJ)B 

-55 

Lead (US proOJ 

45J»e 


T>fl (Piriia teffipwl 

2023f 


Tin (New Tori} 

261 j 


csitle (Bre wrigiQ 

77S4p 

-0 XT 

Sbeeo (tre treigft} 

71JJ50 

4.43* 

Rgs jSve wg&ityt 

39xfip 

-ITT 

ten. day sugar Taw) 

SI 79 SO 

+060 

ten, (toy sogarpvta 

5216.70 

+250 

B«tey (Ertd. fe*3 

Unq 


Iteba 9JS No3 Yrtoril 

£10900 


Was (US Da* Norm) 

Uoq 


Rubbtfiocof 

40»p 

+025 

Rtiiber (NovlV 

4O00p 

+OZ5 

Ritter (KLRSStol) 

28250m 

+150 

Csconut 01 iTW)§ 

64SDy 

+100 

Palm 00 (MtoyJ§ 

7000 

+5.0 

Copra (Ptt)§ 

S412Jy 

+Z5 

Soytteane WS) 

1520y 

+1JJ 

osar ouaeffifA' toa» 

BMO 

-020 

Mettops (64s Suwi 

300P 



'aUaritaNM... 

1$. d IUwki eeMfr rSriCditaB ftandwRyM. 

MKlMnnMW ‘ Qwpe «n Ml temt M iri 
rwd g pto> ml 


0 guraaq t ccwa. r tapl 

* ri.T5 


ACROSS 

1 As a small operator I'm 
returning north at once (6) 
4 It’s awkward to cany out 
without neat opening CS.i 

9 When last number is lower 
(6) 

10 Twelve performances (8) 

11 Copper has hideaway 
rejected by court (6) 

12 Set off with escort around 
college©) 

13 Exclude lawyers (3i 

14 Authority to accept note 
and issue again (6; 

17 First couple desperate to 

S t a home (7) 
igle girl is brave (6) 

25 Young offender is bade In 
Upminster (3) 

28 It’s not rare to have fin- 
ished first and last (8) 

27 In African town king gave 
liberal openings (.6) 

28 Author made Eve grunt 
discontentedly (8) 

29 Firm Pope rejects first lit- 
any (61 

30 Floral collection rejected by 
Herrick (8) 

31 One’s stab cut spiritual 
type (6) 

DOWN 

1 Such handiwork results 
from endless numerical 
confusion (8) 

2 Law officers sign incom- 
plete letter first (8) 

3 This sort of singer works 
with repetitive movements 
(6) 


5 Boss has notiiing to replace 
qualification; the ass ( fi) 

6 Bird conceals flower on 
moon (6) 

7 Call secretary up to find i 
missing link (6) 

8 They are not inclined to 
argue the point in Arab 
state ((6) 

12 DIY team breaks up before 
dark (7) 

15 Kill backward dope (3) 

16 To make good requires 
self-esteem (3) 

18 All eternity In confusion (8) 

19 Thread film with neat 
movement (8) 

20 Crael art is Sid’s undoing 

22 Drink left by queen (6) 

23 Brides sort out rubbish (6) 

24 Braved storm, heroically 
perhaps (6) 

25 Certainly! i ended revolu- 
tion (6) 

Solution 9,794 









% fK 


.V v 

V.v 
\ •: 












































































































































































































































































































****** >*** 


Ij&o 


FINANCIAL TIMES THURSDAY SEPTEMBER 24 1998 










































































FINANCIAL TIMES THURSDAY SEPTEMBER 24 1998 


LONDON STOCK EXCHANGE 


Rate cut hope helps Footsie to another big gain 


N^j^RGPORT 

By Steve Thompson 
UK Stock Mwtet Editor 

Indications from a member 
of the US Federal Reserve's 
open market committee that 
the central bank was looking 
more favourably at a reduc- 
tion in US interest rates pro- 
duced another encouraging 
performance from London 
stocks yesterday. 

At the close, and after a 
late flurry of support, the 
FTSE 100 had gained 111.4 to 
5,214.7 for a two-day rise of 
224.4, or 4 j 4 per cent. 

However, sizeable gains in 


the leaders did not follow 
through into the rest of the 
market. 

Second-liners were 
restrained by continuing 
worries about more profit 
warnings and the FTSE 250 
index ended a disappointing 
8.0 down at 4.564.2. The 
FTSE Small Cap also suf- 
fered, closing 3.4 down at 
2,032£. 

Wiliam McDonough, dep- 
uty chairman of the Federal 
Reserve's open market com- 
mittee and president of the 
Federal Reserve Bank of 
New York, hinted on Tues- 
day at a change of heart on 
interest rates. 


And investors were pin- 
ning their hopes that Alan 
Greenspan, chairman of the 
Fed. would add to the grow- 
ing mood of optimism in 
global markets, by signalling 
his agreement with a cut in 
rates, when he addressed the 
Senate last night. 

Wall Street kicked off last 
night’s session in robust 
fashion, posting a 100-point 
advance as trading in Lon- 
don drew to a close. 

Dealers warned, however, 
that the Fed chairman made 
a habit of wrong-footing 
markets, as he did recently 
when he said there were 
then “no endeavours” to 


orchestrate a round of global 
interest rates cuts in order 
to stabilise world markets 
and economies. 

The Fed’s open market 
committee meets next Tues- 
day to determine interest 
policy. 

Also helping to keep the 
London market on the 
upward path was another 
dose of takeover speculation, 
this time relating to two 
FTSE 100 constituents. Reed 
International and Cable & 
Wireless. 

That speculation count- 
ered various pockets of 
uncomfortable news for the 
market notably comments 


from the Department of the 
Environment that it would 
press for the water 
companies to fund the 
clean-up of rivers and other 
waterways and cut prices by 
10 per cent. 

And Peter Mandelson, the 
trade and industry secretary, 
delivered the thumbs down 
to Ladbroke's acquisition of 
the Joe Coral betting shops 
chain, which was deemed a 
threat to competition by the 
Monopolies & Mergers Com- 
mission. 

Sentiment in the market 
was additionally dented by 
another sequence of profit 
warnings from medium 


FTSEAI-Sharatahx 


and smaller companies. 

Brake Brothers, the food 
distribution group, and Bow- 
thorpe. the electronics com- 
pany. woe the latest in a 
long list of companies to 
issue warnings about a dete- 
rioration in their profits out- 
looks. 

One feature of the trading 
session was the sluggish 
level of turnover for much of 
the day. although activity 
built up substantially 
towards the finish. 

By the end of the day’s 
trading turnover was 910m 
shares. FTSE 100 stocks 
accounted for just over half 
the total 
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Broker 
talk hits 
retailer 

COMPANJESRHWT ~ 

By Joel Kfoazo, Peter John 
and Martin Brice 

A stock overhang and 
negative broker comments 
sent retailer Storehouse 
tumbling. 

The shares fell 2414 or 11.7 
per cent to lB5p. 

Analysts emerging from a 
briefing with the company 
late on Tuesday left in som- 
bre mood, with Storehouse 
said to have indicated the 
manufacturing slowdown 
had already started having 
an impact on the high street. 

With the company set to 
report interim figures next 
month, BT Alex Brown cut 
its half-year forecast by 
£2 .5m to £36.5m and reduced 
full-year profit expectations 
by £8m to £i27m. 

Reports of a large line of 
stock on offer also damped 
sentiment 

The tide turned in the 
water sector as investors 
took advantage of a muddled 
government announcement 
to bale out of a sector that 
had outperformed the broad 
market by 27 per cent since 
the start of May. 

John Prescott, the deputy 
prime minister, announced a 
five-year programme of envi- 
ronmental improvements 
expected to cost up to £8^bn_ 
He said he expected a real 


price cut of at least 10 per 
cent in annual bills in 2000. 

The comments presented 
an opportunity to take prof- 
its in an area that has been 
seen as a classic safe haven 
because of its lack of expo- 
sure to overseas turmoil but 
which, nevertheless, carries 
its own uncertainty in the 
form of next month's regula- 
tory review. 

Richard Alderman, utili- 
ties specialist with Merrill 
Lynch, said: “The market is 
not certain whether the 
Intended capital expenditure 
programme put forward by 
the government will be ade- 
quately funded by the regu- 
lator.” 


FT 30 INDEX 


Merrill Lynch reiterated 
its negative stance on the 
sector and told clients it pre- 
ferred electricity and gas 
stocks. 

However. Credit Lyonnais 
Laing said the way the 
announcement had been 
made - aired on the radio 
before the market opened 
and then formally 
announced mid-morning - 
had led to confusion that 
was not resolved when the 
details were released. 

The broker believes the 
underlying impact may be 
far less severe than the ini- 
tial picture suggests. 

Among the tellers In the 
sector, Severn Trent was the 


Best and worst peffomrirtg FTSE sectors 
insurance . 
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worst performer in the Foot- 
sie. with a drop of 40 to 
£ 10 . 62 . closely followed by 
United Utilities, which fell 
32 to 908p. 

Thames WateT fell 8 to 
£11.15 and Hyder 41 to 938p. 

A powerful cocktail of pos- 
itive influences lifted British 
Aerospace off the low levels 
to which it had fallen as 
recent fears over payments 
for its A ] Yamamah defence 
contract had moved to the 
front of investors’ concerns. 

However, yesterday those 
fears seemed to wane as the 
stock achieved one of the 
best performances in the 
Footsie, up 26 to 377p. 

Foremost among those fac- 
tors powering the shares 
was said to be buying inter- 
est from US institutions, 
while the recent rebound in 
the oil price to above $14 a 
barrel eased sentiment over 
the A1 Yamamah payments. 

Siebe shone in the engi- 
neering sector. It gained 7 Vi 
to 196 Vip as some 3.3m 
shares were traded. 

The company has recently 
been seeing brokers and 
institutions and is said to be 
talking a bullish story- 

Some houses are factoring 
in zero growth for the sector 
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but Siebe is said to be enjoy- 
ing growth approaching dou- 
ble digits. 

Elsewhere in the sector. 
Bowthorpe was down alm ost 
10 per cent, or 34 to 323 Wp. 
after it said growth would 
slow in the second half. 

Royal & Sun Alliance put 
on a sprightly performance 
for the second straight day. 
The shares were the best 
performers in Footsie, with a 
gain of 46V- to 553p. 

Tbey were partly helped 
by Monday’s news that the 
stock would trade in New 
York as American Deposi- 
tary Receipts. 

GRE increases 

The sector was also 
boosted by its exposure to a 
rising market. And Guard- 
ian Royal Exchange received 
a fillip from revived take- 
over speculation. The shares 
lifted 19 Vi to 277 V4p. 

ICI bounced 15'/> to 487p. 
while Colt Telecom shed 20 
to 590p as the market 
became aware that the Foot- 
sie's newest entrant had 
almost bypassed the chemi- 
cals leader in market valua- 
tion. 

Shell Transport, battered 
by a profits warning last 
week, recovered 14 to 37lp 
helped by a continued recov- 
ery in the underlying oil 
price. 

The price has risen more 
than a dollar over the past 
week, helped by technical 
and weather-related buying. 

British Petroleum, the oil 
leader most exposed to the 


vagaries of underlying 
prices, rose 29 to 679p. 

Gaining and hotels com- 
pany Ladbroke Group 
moved strongly ahead, the 
shares gaining 17% to 222p 
after it indicated it had 
received approaches from 
“venture capitalists and 
other parties’* for the Coral 
betting chain it bought In 
January from Bass. 

The prospect of tbe dis- 
posal came after the com- 
pany was ordered by the UK 
government to divest the 
betting shop chain within 
the next six months, follow- 
ing a Monopolies & Mergers 
Commission referral of the 

Dealers said hopes of a 
sale around tbe £363m mark 
may be optimistic given cur- 
rent market uncertainity. 

Stanley Leisure was 
named as a possible buyer of 
the Coral chain. Shares in 
the group followed the firm 
market trend.- closing 11 
ahead at 3i5p. 

Retailer Next gained 25 Vi 
to 399Vip after several of the 
company's directors went on 
a shopping spree for stock. 
The list included chief exec- 
utive David Jones, who 
acquired 100.000 shares in 
the high street fashion and 
catalogue retailer at 370%p a 
share. 

In contrast, a profits warn- 
ing from Brake Brothers left 
the shares as the worst per- 
formers in the FTSE 250. 
They gave up 112% or 15 per 
cent to 635p. 

Rentokil Initial shares 
rose 23% to 338%p before a 
series of meetings with US 
institutional investors next 
month. 

Video publisher VCI stood 
at a premium to the 
increased 120p a share bid 
from Kingfisher as specula- 
tion mounted that rival bid- 
der Scottish Media might re- 
enter the fray with a I30p 
offer. 

VCI gained 3 to 122%p. 
SMG was up 1% at 637%p 
while Kingfisher was up 24% 
at 519%p. 
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Investors await Fed hints on interest rates 


MARKET FOCUS 


WORLD OVERVIEW 


There was a distinct air of 
d%jh mi about global markets 
yesterday as. just like last 
Wednesday, investors waited 
to see if Alan Greenspan, the 
chairman of the US Federal 
Reserve, would hint at lower 
interest rates, writes Philip 
Coggan. 

Last week, the market was 
disappointed by Mr Green- 
span but on Tuesday hopes 
of a cut revived when Wil- 
liam McDonough, deputy 


chairman of the Federal 
Reserve open market com- 
mittee, said: 1 believe the 
balance of risk has shifted 
from one about infla tion to 
one of concern about ade- 
quate growth.” 

Some analysts believe that 
the Fed could cut rates when 
it meets next Tuesday. 

Hopes of rate cuts have 
flickered over the last fort- 
night but US and 'European 
central banks have ruled out 
co-ordinated cuts to stimu- 
late the global economy. 


Keith Wade of Schroder 
Economics said: "It appears 
unlikely that the Treasury 
or the Fed will take actions 
that cany a substantia] risk 
of reigniting the flames of 
finan cial speculation. 

“The Fed is concerned that 
the inflation performance of 
the US economy has not 
been particularly outstand- 
ing recently. 

“In other words, in the 
absence of some unforeseen 
debacle, don’t count on any 
dramatic interest rate cuts 


by the Fed any time soon,” 

With Tokyo closed for a 
holiday yesterday, Asian 
markets were fairly quiet, 
although Thailand's recov- 
ery continued. However, the 
yen weakened against the 
US dollar on concern that 
Japanese financial reform 
may have stalled. 

European bourses took 
their opportunity to con- 
tinue the rally that began on 
Tuesday. 

The Dax in Frankfurt 
gained 3.8 per cent and the 


CAC 40 in Paris 113 per cent 
Figures from two German 
states showed that inflation 
remains negligible in the 
core euro area. 

Wall Street opened 
strongly as traders awaited 
Mr Greenspan’s address to 
the Senate, with the Dow 
Jones Industrial Average up 
more than 100 points in 
early trading in New York. 

Internet stocks rallied 
strongly. 

But at least one firm is yet 
to be convinced that world 


stock markets have turned 
the comer. "Bonds remain 
the optimal asset class. At 
worst current yields are sus- 
tainable, at best further 
gains may yet be obtained,” 
said James Mon tier, global 
strategist at BT Alex Brown. 

“Earnings estimates are 
still too high. Bonds are 
likely to continue to outper- 
form equities until such time 
as investors start to accom- 
modate more realistic earn- 
ings expectations into their 
views." 


Crisis turns poll 
into sidesbow 


Dow climbs Madrid rises as woes recede 
back above s.— ssss 

Receding Latin American tumbled on its Russi 

8 /\ i 1 concerns lifted MADRID, 19n links, rose SFrl6.25 or 9 ; 

A Ifl ■■ B I /vvm B pushing the general index cent to SFrl3L25. UBS r 

alllFlV 1 WZ w tTI up 36.43 or 5.4 per cent to 1,0 — — V — SFrl9 to SFr409, Zun 

“ W T 7li.li. loo . Allied gained SFr30 


AMERICAS 


US shares rallied in early 
trading, sending the Dow 
Jones Industrial Average 
back above the 8,000 level in 
anticipation of Federal 
Reserve chairman Alan 
Greenspan's testimony 
before the Senate budget 
committee, writes John 
Labate in New York. 

Speculation has mounted 
that Mr Greenspan might 
use the event to give new 
insight into the direction of 
monetary policy. A growing 
number of analysts expect 
the Fed to ease the key 
short-term interest rate in 
the near term in light of 
global turmoil and evidence 
of a US economic slowdown. 

The Federal open market 
committee will meet next 
Tuesday to decide interest 
rate policy. 

“I find this rather curious 
ahead of testimony that 
might not fit the bill,” said 
Larry Wachtel, market ana- 
lyst at Prudential Securities 
in New York. “There could 
be some disappointment." 

However, market breadth 
was strongly positive ahead 
of Mr Greenspan’s testi- 
mony. By early afternoon, 
the Dow was 124.36 or 1.6 per 
cent higher at 8,021.56. The 
Standard & Poor's 500 had 
rallied as well, up 17 j 69 to 
1,047.32. 

High-tech shares did even 
better with internet shares 
making large strides, send- 
ing the Nasdaq composite 
more than 23 per cent or 
3&23 higher to 1,736.03. 

Among Dow components, 
cyclical shares were espe- 
cially strong, with United 
Technologies surging 6.1 per 
cent or $4*/« to $80’/, and Cat- 


erpillar up $2 or 4.8 per cent 
to $44. Coca-Cola was also a 
strong riser, up $2& or 5 per 
cent to S59ft. 

In contrast the Treasury 
market was mixed. The 
benchmark long bond came 
off slightly, losing & at 104£ 
and lifting yield to 5.179 per 
cent 

The technology sector was 
very strong, with the Phila- 
delphia Stock Exchange's 
semiconductor sector up 2.8 
per cent or 5.96 at 221.48. 
Advanced Micro Devices 
climbed 6.7 per cent to $19%. 

Leading internet shares 
also soared, with search 
engine Excite up more than 
26 per cent or $7% to $35% on 
news that the company 
would provide services to 
Dell Computer. Shares of 
Yahoo! also rallied, gaming 
9.5 per cent to a new high of 
$ 112 %. 

TORONTO followed Wall 
Street higher, adding 73.24 at 
5,895-90 on the 300 composite 
index at noon. 

Banks, seemingly spurred 
by hopes of an early cut for 
US interest rates, made 
steady progress. Royal Bank 
of Canda gained CSl.10 to 
C$65.40 and Bank of Nova 
Scotia 45 cents to C$25.80. 

A C$2.45 rise to C$62^0 for 
Northern Telecom was one 
of the better morning perfor- 
mances among industrials. 
BCE added 45 cents at 
C$48.10 and Newbridge Net- 
works gained 70 cents to 
C$34.00. Alcan Aluminium 
put on 35 cents to C$36.25 
and drinks and entertain- 
ments leader Seagram hard- 
ened 30 cents to CS4&90. 

Gold leaders also gained 
ground. Barrick rose 35 
cents to C$27.80 and Placer 
Dome 30 cents to C$19.10. 


Sao Paulo surges 7% 
on interest rate hopes 


Latin American markets 
rose strongly, boosted by 
hopes for lower US interest 
rates and Wall Street's early 
gains. 

SAO PAULO surged 7.1 per 
cent as leading stocks shot 
higher in good volumes. 
Telebr&s receipts jumped 7.6 
per cent to RS91.20 and Ele- 
trobrfis rose 7.4 per cent to 
RS2&S0. 

Sentiment was also sup- 
ported by the expectation 
that the Brazilian govern- 
ment was about to unveil an 
economic support package. 
At midsession, the Bovespa 


index was up 467 at 7,027. 

MEXICO CITY pushed 
higher as bond yields lifted 
off their recent lows and the 
peso gained ground in for- 
eign exchanges. 

Trading volumes improved 
and by midsession the IPC 
Index was 179.66 or 5 per 
cent higher at 3,757.02. 

CARACAS took its cue 
Cram international oil prices, 
which rallied above $14 a 
barrel to extend their gains 
this month to more than a 
sixth. By midsession the IBC 
index had risen 149.20 or 4.8 
per cent to 3.269.97. 


Receding Latin American 
concerns lifted MADRID, 
pushing the general index 
up 36.43 or 5.4 per cent to 
711.11. 

BBVs announcement that 
it was maintaining profit 
forecasts for this year from 
its Latin American units 
lifted the gloom over stocks 
with links to the region. 
Bank of Spain’s decision to 
leave its key intervention 
rate unchanged at -L25 per 
cent also buoyed sentiment. 

BBV jumped Pta2Q5 or 14 
per cent to Ptal.650 for a 
two-day gain of 24 per cent. 
Among other banks, San- 
tander rose Pta2I5 or almost 
10 per cent to Pta2.355 and 
Argentaria added Ptal50 or 
53 per cent to Pta3.035. 

Telefonica, another lead- 
ing stock with large invest- 
ments in Latin America, 
gained Pta360 or 7 per cent 
to Pta5,400. 

Utilities were firm on 
reports of Industry ministry 
agreement over the securitis- 
ation of a large part of the 
industry's transitional costs, 
in exchange for Increased 
competition. Endesa gained 
Pta220 or 73 per cent to 
Pta3,275 and Iberdrola rose 
Pta50 to Pta2,410. 

PARIS closed within six 
points of the day's high, 
thanks to a strong perfor- 
mance by banks and oils. 
The CAC 40 index finished 
up 75.80 at 3,423.78 in heavy 
FFrlSbn turnover. 

Oils pushed ahead 
strongly on improving inter- 
national oil prices and a cer- 
tain amount of investor 
switching out of the big utili- 
ties. Brent Blend, the North 
Sea marker price, has recov- 
ered by more than a sixth 
this month. Total rose FFr40 
to FFr750 and Elf Aquitaine 
gained FFr43 at FFr761. 

Banks were a particularly 
robust market, largely on 
the latest indication of an 
early reduction in US inter- 
est rates. 

BNP added FFr2290 or 6.8 
per cent at FFr358.90 and 
CCF FFr13 at FFr370. Soctefo 
General e moved up to 
FFr770, a gain of FFr32. 

The diversified utilities, 
seen lately as one of the 
more defensive plays in the 
French market, lost some of 
their shine after a sudden 


BBV 

Share pries and Index rebaaod 



Souvertkmtrminat 

uprush of regulatory worries 
in the UK. where both Viv- 
endi and Suez Lyonnaise des 
Eaux have extensive 
operations. 

The latter tumbled FFr42 
to FFr964 while Vivendi 
came off FFr21 at FFr1,120. 
Combined turnover in the 
two stocks was FFr3.2 bn. 
Alcatel, hit lately by a prof- 
its warning, rallied FFr56 or 
10.9 per cent to FFr570. 

Usinor gave up FFrL65 at 
FFr56 after the steel leader 
warned of less favourable 
second-half trading: 

FRANKFURT ended 3.8 
per cent higher as a number 
of short positions in leading 
stocks were said to have 
been closed. The Xetra Dax 
index ended 173.73 ahead at 
4,72296. 

Mannesmann jumped 
DM1290 to DM14695 after it 
confirmed that 1998 earnings 
would grow strongly. 
Munich Re surged DM61.70 
to DM743 after an upbeat 
press conference and SAP 
gained DM75 at DM929. 

All three shares were said 
to have been partly driven 
by technical considerations. 

Henkel came off DM5.70 to 
DM130 after Merrill Lynch 
downgraded from “buy” to 
“accumulate” and reduced 
earnings estimates for this 
year and next. 

Media-inspired talk of radi- 
cal restructuring at Veba 
helped to lift the diversified 
utility DM151 to DM9591. 

Among motors, Volkswa- 
gen added DM5.90 at 
DM116.45 and BMW jumped 
DM7390 to DM1,105. 

AMSTERDAM continued 
to recover, adding 26.71 to 
970.60 on tbe AEX index as 
investors continued to 
switch out of the bond mar- 


ket for the second day run- 
ning. 

Aegon was the top per- 
former on a day erf strong 
gains for international 
stocks. 

Aegon advanced FI 11.50 or 

8.2 per cent to FI 152.10. Phil- 
ips put on FI 5.40 to FI 97.70 
and Unilever FI 4.40 to 
FI 12190. . 

Elsevier jumped FI L50 or 

5.2 per cent to FI 30.30 in 
active trade as investors 
picked up on UK-driven 
takeover rumours. Volume 
in the publisher totalled 
13.8m shares. Telecoms 
leader KPN shed FI 3.40 at 
FI 6690. 

ZURICH saw support from 
a stronger dollar and gains 
on Wall Street, and the SMI 
index jumped 213.4 or 39 per 
cent to 6324.5. 

Hopes of lower interest 
rates lifted banks and insur- 
ers. while short covering 


also provided support Credit 
Suisse, which had previously 
tumbled on its Russian 
links, rose SFrl625 or 9 per 
cent to SFr 19295. UBS rose 
SFrl9 to SFr409. Zurich 
Allied gained SFr30 to 
SFr780 and Swiss Re 
advanced SFrlOS to SFI2990. 

Roche gained SFr210 to 
SFrlS^OO and Novartis rose 
SFr67 to SFr2357 on the 
company's announcement 
yesterday that its Parkin- 
son’s treatment has won 
marketing approval from the 
European Commission. 

SAir Group fell SFr3 to 
SFr317 on news that it had 
agreed to acquire 44 per cent 
of French regional carrier 
Air Littoral 

MILAN was hit by budget 
uncertainty, but the Mibtel 
jpripY managed to close up 
279 or 13 per cent to 19,193. 

Fiat rose L6 to L4.613, 
strong in spite of a profits 
warning on Tuesday. 

Magneti Marelli, the car- 
maker’s component unit, 
which posted weak first-half 
data, lost L14 to IA2S3. Leh- 
man Brothers said Fiat was 
its least favourite car stock. 

Eni clim bed L274 to 
L10323 on alliance specula- 
tion and higher ofl prices. It 
released first-half earnings 
ahead of market expecta- 
tions and Goldman Sachs 
stayed positive on the 
shares. 

Written and edited by Jeffrey 
Brown, Emiko Terazono and 
Peter Hall 


Germany is in the grip of 
election fever ahead of Sun- 
day's national elections. But 
it is not the poll - and a 
possible end to Helmut 
Kohl's long reign as chancel- 
lor - that has sent the 
Frankfurt stock market tum- 
bling. Instead, it is the global 
financial crisis that bas 
turned the poll into a rela- 
tively unimportant sideshow 
for international Investors. 

Turn back the clock six 
months and Germany's 
investment climate was very 
different from what it is 
today. Politicians were 
squabbling over the pace of 
reform of the creaking tax 
and social benefits systems, 
to the dismay of the coun- 
try’s corporate leaders. 

But the stock market was 
roaring ahead. Its remark- 
able rise was supported by 
the bull market in US stocks. 
There was also a growing 
belief among investors that 
German companies were 
launching US -style reforms 
to boost profitability and so 
leave the country's domestic 
problems behind. It appeared 
that consumer spending was 
accelerating and companies 
were investing more. 

But Asia's financial crisis 
and Russia’s descent into 
chaos has changed all that. 
Amid tbe general sell-off the 
German Dax index has fallen 
sharply. It is now up only 10 
per cent on tbe year to date 
and has fallen by about a 
fifth from its peak, a far 
steeper decline than that 
seen in the US. 

Among the big losers, Ger- 
man banks have suffered 
because of their exposure to 
Asia and Russia. Not coming 
altogether clean on the size 
of their losses has not helped 
matters either because 
investors have simply 
become more suspicious. But 
the crisis has also hit Ger- 
many's big industrial compa- 
nies. The crisis in Japan and 
elsewhere means a large 
downwards revision to world 
growth forecasts, with the 
implication that Germany's 
leading multinationals are 
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Financials buoy Johannesburg 


SOUTH AFRICA 


Shares In Johannesburg rose 
strongly for the second day 
running, buoyed by another 
sparkling financial sector 
performance. 

The all share index closed 
39 per cent higher at 5.068.9. 
Financials advanced 5.7 per 


cent to 7,680.6 for a two-day 
gain of more than 11 per 
cent. 

Industrials added 4.3 per 
cent to 5,7739. 

Golds stayed out of favour, 
pushed lower by the recov- 
ery In the rand. The golds 
index fell 3.2 per cent to 
910.4. 


Bullish comments spur Bangkok 


ASIA PACIFIC 


Shares in BANGKOK moved 
higher for the sixth straight 
day as investors sought blue 
chips. Comments by Lehman 
Brothers that the Thai econ- 
omy would grow by 2 per 
cent in 1999 prompted buy- 
ing, and the SET index 
closed up 8.14 or 3.7 per cent 
to 231-28. 

The US investment bank 
said Thailand was likely to 
be among the first wave of 
Asian countries to see a 
recovery thanks to its mea- 
sures to tackle the economic 
problems. Positive com- 
ments on recovery by the 
International Monetary 
Fund also lifted sentiment. 

Bank stocks were actively 
traded, with the sector up 6.4 
per cent The Industrial Corp 
Finance of Thailand was up 
BtOJX) to BtT.20. Nakomthon 
Bank feu BtO.lO to Bt5A0 and 
Bank of Ayudhya lost BtO.30 
to Bt5.20. 

HONG KONG gained 
130.88 or 1,8 per cent to 
7,504.39 on the Hang Seng 
index aided by what looked 
to brokers to be government 
buying before next week's 
futures expiry. 

Property stocks found 
ready buyers following Mon- 


Thailand 

Bangkok SET Index 
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day's news of an increase in 
capital at Hong Kong Mort- 
gage Corp. Henderson Land 
added HKSl.io at HKS25.50 
and Cheung Kong 50 cents at 
HKS32.40. Elsewhere, market 
heavyweight HSBC rose 
HK&L50 to HKS138. 

China stocks were also 
well dealt. The red-chip 
index gained 1.2 per cent and 
H shares rose 4 J per cent on 
hopes for a cut in renminbi- 
denominated interest rates. 

KUALA LUMPUR swung 
back into negative territory 
following a sovereign debt 
downgrade and a continued 
high level of political uncer- 
tainty. Rating agency Thom- 


son BankWatch cut sover- 
eign debt to “junk” status. 

Trading volumes remained 
thin with losing shares out- 
pacing gainers by almost 
four to one. Companies In 
the Renong group were the 
most actively traded, nota- 
bly United Engineers, which 
fell 8 cents to M$2.15 and 
Time Engineering, down 3 
ce nts a t 68 cents. 

SYDNEY moved higher 
amid takeover enthusiasm 
and before today's options 
expiry. The All Ordinaries 
index rose 39.2 or 1.6 per 
cent to 2,573.6. 

The bid stories centred on 
insurer FAI, which jumped 
19 cents to 71 cents and 
Metal Manufacturers, 57 
cents ahead at A32.09. Both 
stocks were heavily traded 
with takeover offers emerg- 
ing after the close of trading. 

Among leaders, BHP 
gained 29 cents to A$12.64 
and Rio Unto added 48 cents 
at AS1S.48. 

WELLINGTON moved 
lower as investors fretted 
about upcoming economic 
data. The 40 capital index 
ended off 10.17 at 1,700.22 
with nz Telecom down 2 
cents at NZ$7 JO and Brierley 
Investments 6 cents lower at 
38 cents. 


TAIPEI was hit by a late 
sell-off in plastics shares, 
and the composite Index fell 
71.82 or 1 per cent to 6£5217. 

Plastics, which had seen 
speculative buying recently, 
fell on heavy profit-taking. 
The sector fell per cent, 
while transport and textile 
stocks also lost more than 3 
per cent. Blue-chip electron- 
ics shares were picked up 
with the sub-index rising 0.4 
per cent 

MANILA rebounded over 3 
per cent after three days of 
declines, with the bench- 
mark. which lost 11.5 per 
cent over those three trading 
days, closing up 36.39 to 
1,159.69. In spite of the rally, 
sentiment remained cautious 
before the closure of Philip- 
pine Airlines. 

Foreign investors were the 
leading buyers, with Ayala 
Land up 0.30 pesos to 58Q 
pesos and its parent Ayala 
Corp adding 0.40 pesos to 
4.45 pesos. I 

Manila Electric B shares | 
gained 6.50 pesos to 85 pesos ■ 
and Philippine Long Dis- 
tance Telephone rose 30 
pesos or almost 4 per cent to 
800 pesos. 

• Tokyo was closed for a 
national holiday. 
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now viewed less favourably. 

According to Tim Bond, 
analyst at Barclays Capital 
in London, investors are also 
questioning the thesis that 
buoyant consumer spending 
and investment would save 
file German economy, amid 
signs of deterioration in 
business sentiment. 

There is also scepticism 
about the actual extent of 
restructuring in German 
companies. But even though 
the world crisis has high- 
lighted these problems, it is 
likely they would be quickly 
forgotten again should the 
Dow suddenly start to rise. 
“What the Dax does depend 
on is the Dow,** said Alison 
Cottrell, economist at 
PaineWebber. 

Against this backdrop, the 
German elections occupy 
only a small part of the 
attention of the global 
investment community. 

The outcome most ana- 
lysts appear to expect is a 
“grand coalition" govern- 
ment led by Gerhard Schro- 
der, the Social Democrat 
challenger, with Wolfgang 
SchAuble, Mr Kohl's deputy, 
as second in command. 

They prefer this less-than- 
perfect outcome to a coali- 
tion led by Mr Schfiuble but 
with Oskar Lafontaine, tbe 
leftwing Social Democrat 
politician that business prob- 
ably fears most, as his sec- 
ond in command- 


Graham Bowley 
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HARNESSING 


In a Changing World 




Technology shapes 
a business culture 

If the human and structural challenges posed by technology 
developments are not addressed, organisations risk losing 

the benefits of IT 



lewspaper headlines of 
I high-profile information 
to wyJ technology projects 
: going wrong are, unfor- 

Vtunatdy, becoming 
commonplace.. 

The most prominent spring to 
mind: die new and much -delayed 
UK air traffic control system, or 
the much-criticised OK National 
Health Service computer system 
that was so recently savaged by a 
parliamentary report. 

The saga of the Swanwick air 
traffic control centre has been the 
subject of much debate. The 
£339m state-of-the-art complex 
was due to open in 1996, but prob- 
lems with the computers have 
meant the date has been put bacfc 
to 2000. 

However, further glitches with 
die system have led to speculation 
that It may not be operational until 
2003, or that it may have to be 
scrapped altogether. 

Then there are other (ess weD 
known) projects, news of which 
rarely appears outside the com- 
puter Industry trade press. For 
example, £3.1m has already been 
paid in compensation related to 
delays on the National Insurance 
Recording System (Nlrs) project. 

Government initiatives 

Indeed, the very concept of delay 
and falling to deliver on the 
promfses of new technology has 
been captured in the sphrlt of the 
UK government’s Private Finance 
initiative contracts, such as Nirs. 
Here, IT suppliers must typically 
Invest bi the chosen project and 
earn their return on an agreed effi- 
ciency Improvement that the tech- 
nology provides. In short, It is the 
IT companies that shoulder most 
of the risk. 

While delays and problems with 
pubUc sector projects are often 
heard about, the commercial 
world remains hugely silent. This 
fa handy surprising given that no 
company wonts to publicise any 
difficulties It may be experiencing 


for fear oHosing business or fright- 
ening in vestors. 

Yet research shows that the expe- 
rience of large numbers of compa- 
nies with their IT Investments has 
been less than rewarding. 

Two US reports, one by Gartner 
and one by Standlsh, the market 
research groups, both found that 
almost three-quarters of TT pro- 
jects ran over budget and over 
schedule. The Standisfa report also 
found that nearly a third of the 
projects fall altogether. 

A recent survey by OASIG, a UK 
government- backed study group 
concerned with IT, was even more 
damning. It found: 

• Between 80 and 90 per cent of IT 
investments do not meet their per- 
formance goals; 

• Approximately 80 per cent of 
systems are delivered late and over 
budget; 

O About 40 per cent of develop- 
ments foil or are abandoned; 

• Less than 40 per cent hilly 
address training and skill require- 
ments; 

• Less than 25 per cent properly 
Integrate business and technology 
objectives; and 

• Only between 10 and 20 per cent 
meet aO their success criteria. 

The report notes: “llib perfor- 
mance gap is rarely caused by the 
technology itself. The heart of the 
problem is the lack of attention 
given to the crucial role played by 
human and organisational factors 
in shaping the outcomes of IT 
developments.” 

The report Dnds several reasons 
for tills. First, most investments In 
IT are technology-led, while the 
main motive for investing In IT Is 
to cut costs rather than to generate 
new business- *These biases lead to 
a management agenda with too 
limited a focus on technological 
capabilities and efficiency goals,” 
says the stndy. 

It adds: “This narrow viewpoint 
means most organisations give 
inadequate attention to the human 
and organisational factors which 
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are vital In determining the ulti- 
mate effectiveness of new sys- 
tems.” 

Second, most c om pa ni es fall to 
consider bow their work should be 
organised and jobs designed - 
although these issues are critical to 
exploiting technological potential. 
Thirdly, users do not generally 
have a substantial or sustained 
Influence on system developme n t, 
which has big adverse effects on 
subsequent performance. 

The OASIG study also finds that 
most senior managers do not have 
a good enough understanding of 
the links between technical and 
organisational change. In other 
words, Inept pl anni ng and a lack of 
knowledge of what the technology 
can achieve leaves managers Igno- 
rant of a project's potential 

Finally, IT systems foil, says the 
report, because extensive “best 
practice” knowledge about how to 
deal effectively with h uman and 
organisational considerations 
rarely becomes embedded in prac- 
tice. 

Lack of planning 

The report paints a gloom y picture 
of senior managers combining an 
Ignorance of technology with a 
lack of foresight and pl anning . 
Fred CahflL a senior IT executive 
with Unisys, die US-based com- 
puter and IT services group, says 
one of Its biggest challenges is not 
the implementation of a particular 
project, but the ability to commu- 
nicate effectively with the client. 
“If we can understand their busi- 
ness, then we can find the solu- 
tion,” he says. 

The evidence from recent 
reports oo IT failures reveals that 
many managers appear confined 
about the complexity of the situa- 
tion they are faced with when 
investing In new technology. “These 
complexities,” notes the OASIG 
study, “are made more difficult to 
resolve when organisations are 
faced with urgent competitive ami 
econ om ic p r e s s ur es." 

In addition, management must 
confront the increasing levels of 
fragmentation wltbln the organi- 
sation - brought about by technol- 
ogy’s new cultures, agendas, 
Interests and jargon. It Is vital, 
therefore, that integrating this new 
diversity becomes a prime objec- 
tive of any TT project. 

In a recent book, “Unleashing 
the Killer App”, authors Larry 
Downes and Chunka Mai argue 
that technological c h ange is cam- 
bag from the bottom up In organi- 
sations, and that sailor 
management needs to recognise 
riite and understand this process. 
Rather than ask bow the business 
can be helped by technology, man- 
agers should find out how technol- 



'Management must confront the increasing levels 
of fragmentation within an organisation' 


ogy can shape the business, they 
argue. 

Neither should managers focus 
an cost-cutting as the prime rea- 
son for Introducing new technol- 
ogy. Not only will this demotivate 
staff who have escaped any job 
cuffing, It Is also Hkdy to set the 
tone for the way the system b used 
- that b, not to create new bad- 
ness but simply to rein in costs. 

This opportunity cost wfi] also 
surrender the IT system to the 
technologists, creating farther 


ntl pogri im wtthhi an nrg antiiirtton. 

He OASIG report says: It b 
rare to find an orfpntaation which 
takes careful and systematic 
approach to evaluating tire perfor- 
mance and impact of IT develop- 
ments. And senior managers often 
define Investment objectives hi tbe 

TOgn»*«t twnuL " 

It oonctndes with a series of rec- 
ommendations on “how to man- 
age IT successfully". Senior 
managers most: 

© Take a leading role in developing 


an Integrated strategic approach to 
change that encompasses both 
business and technical goals; 

O Treat technical, organisational 
and people dimensions of change 
as being Inextricably finked factors 
requiring joint management; 

G Set dear objectives for human 
and organisational aspects of IT 
de v el opm ents, including opportu- 
nities for learning and continuoos 
Innovation; 

© Regularly evaluate progre ss ; 

® Involve users in aD stages of sys- 


tem development, Implementa- 
tion and use; 

■5 Give project managers responsi- 
bility for making sure that human 
and' organisational factors are 
t a ken into account in practice, 
using detailed implementation 
and benefits plans; 

O Actively consider how work b 
organised and jobs are designed, 
as these will almost certainly need 
to be changed to i m p r ove e ff ectivte- 


O Educate and train everyone 
affected by the technical and 
organisational dtattpm to enable 
them to gain marimnm benefits 
from the new system; and 
O Commit, sufficient resources to 
meet aD these requirements. 
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Because her business demands 
the best from the internet, 
she demands her service 
provider displays this logo. 



The Internet is fast becoming a crucial part of 
every modem business. To ensure you stay ahead, 
you need to be confident your service provider 
can deliver. 

Fortunately, the answer is simple. Look for 
service providers who display die Cisco Powered 
Network logo. It means they employ Cisco 


technology, the same technology chat carries 
virtually ail of today’s Internet traffic. Whether 
you need Internet access, ATM, Frame Relay or 
any other network services, they can detivec 
Find out more about 
participating service providers 
by visiting www.ciscoxom/cpn/ 

O Copjnrighs 1 WS Coen Smeiu. Inc. All n gfa n letenecL 



EMPOWERING THE 
Internet Generation" 





UNISYS & THE PUBLIC SECTOR 


Progress on the slow 
road to recognition 

IT executives and government officials are at last discovering systems 


that are ideally suited to revolutionising the delivery of public services 


T he public sector has traditionally developments in technology are ideally Last year, UK public sector outsourc 
had a reputation for being slow suited to revolutionising the delivery of ing contracts rose 18 per cent to £98m 
to embrace change. public sendees- This growing belief is Central government IT orders increasec 

With purse strings being beginning to translate into meaningful 17 per cent to £75m, which comprised ol 
tightened in town halls across change as mare and mnre public organ!- 17 contracts— ll new and sbe renewals. 


T he public sector has traditionally 
had a reputation for being slow 
to embrace change. 

With purse strings being 
tightened in town halls across 
Europe, financial accountability under 
scrutiny and with responsibilities to 
deliver vital services, it is not difficult to 
understand why this reluctance has been 
extended to technology, where complex- 
ity and expense are prominent. 

In the UK, confidence has not been 
helped by tbe controversy surrounding a 
number of Private Finance Initiative pro- 
jects, which have run over budget and 
past their deadlines. 

There have been other high-profile IT 
flops. lust last month, a UK parliamen- 
tary committee attacked the NHS Execu- 
tive for failing to learn from previous 
mistakes on large computer projects. 

The committee revealed that tbe Read 
Codes project, intended to translate med- 
ical terms into computer usable form, had 
cost £32m over eight years - yet only a 
handful of hospitals were using tbe system 
and full Implementation would cost much 
more. 

Yet many in tbe public sector, and in 
the IT Industry, have recognised that 


developments in technology are ideally 
suited to revolutionising the delivery of 
public sendees- This growing belief is 
beginning to translate into meaningful 
change as more and more public organi- 
sations look to implement a proper IT 
strategy. 

“The public sector is looking at the 
commercial market and realising thar 
technology has the ability to improve 
efficiencies in the delivery or their ser- 
vices and save money in the process," 
says Fred Cahill, Unisys director for the 
public sector. 

Outsourcing 

Outsourcing has become a key weapon in 
the IT industry’s armoury. By banding 
over responsibility for the implementa- 
tion and running of a particular IT ser- 
vice, the public sector gains on the 
prohibitive cost of training its staff end 
maintaining the technology. 

Statistics are difficult to analyse in this 
regard because of the very high value of 
some outsourced contracts in particular 
years. However, the latest figures from 
Richard Hotway Ltd, the leading inde- 
pendent IT consultancy, do throw some 
light on the upward trend. 


Public sector outsourcing contracts 

By annual value of contracts. Iat (£m) - - ■ 
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Last year, UK public sector outsourc- 
ing contracts rose 18 per cent to £98m. 
Central government IT orders increased 
17 per cent to £75m, which comprised of 
17 contracts- ll new and six renewals. 

Holway notes that four of the six 
renewals involved a change of supplier - 
against an average of one in eight in tbe 
private sector. In the health sector, aD the 
renewals changed their supplier. 

After 60 per cent growth in 1996, local 
government contracts slid by a third to 
£19m last year. Holway notes that 
“although local authorities now see out- 
sourcing as an accepted route, their focus 
has been on business process outsourc- 
ing." 

Increasing acceptance by the public 
sector of the need to Invest in new tech- 
nology has to be offset by the often labo- 
rious tender process IT suppliers must go 
through. 

The lengthy - and costly - process is 
sometimes compounded by the contract 
details being too specific on tbe types of 
hardware and software required. While 
tbb is understandable in the context of 
cost control, rapid advances In technol- 
ogy often mean the specifications are not 
the best solution. 

“We try and influence the situation as 
best we can," says Mr CahilL “We try and 
encourage them to discuss their business 
objectives with us so that we can under- 
stand their needs and help address 
them-” 

Unisys was Involved in the first PF1 
contract awarded by a local authority 
when it signed an agreement with Har- 
row Council to computerise Its revenues 
and benefits section. 

Tbe five-year deal wifi see Unisys 
invest In tbe new system and recoup its 
funding over tbe life of the project. “What 
makes this a first is tbe fact that Harrow 
PrwmHi will pay nothing up front and 
will only start paying for the service once 
savings have been demonstrated," says 
Mike Spanner, Unisys director of busi- 
ness services. 

Under the contract, Unisys and Har- 
row are reviewing aO aspects of the way 



Public sector outsourcing: focal authorities are looking to streamline services such as benefits by computerisation 


‘The strategy for 
ISVs is obvious: 
run, don’t walk, 
to build on the 
Unicenter TNG 
Framework.” 


services are delivered and how technol- 
ogy can be used to streamline tbe 
process. 

A Document Image Processing and 
workflow system will allow the council to 
automatically feed documents, such as 
business rates and council tax bills, into 
die council computer. Tbe new system 
wOI be delivered on a Windows NT plat- 
form using die Eastman Software prod- 
uct set. It wfll be integrated with the 
existing core revenues and benefits sys- 
tems to provide a single user desktop. 

Carol Clatter, head of financial and 
exchequer services at Harrow, says “The 
new system will lead to greater efficiency 
and a better service because it will 
streamline everything we do.” 

Managed network services 

It bas been a similar story at Essex 
County Council, which last year signed a 
£3m deal with Unisys for managed net- 
work services. 

Under the contract, Unisys wfll install 
a new Cisco-based router network at the 
council’s headquarters and connect to 
some 200 remote sites via leased BT 
lines. Departments, such as libraries, can 
then migrate to the network as they 
upgrade their systems, supported by 
Unisys’ network services. 

“Using Unisys managed networking 
services will give us the network platform 
and service levels to offer Improved ser- 
vices to the ratepayer,” says Len Graves, 
Essex CC IT and financial services officer. 

“We'D be baying network connectivity 
like we buy electricity, and we're more 
than confident there will always be 
enough power available. Also, moving 
from a capital IT cost to revenne pricing 
Is far easier on our overall budget.” 

Unisys was also involved In tbe devel- 
opment of a new network for Suffolk 
County CotmriL The computer services 
group moved the social services depart- 
ment from a mainframe-based system to 
an outsourced client/server network. 
The result has been to enable staff in the 
office and in the field immediate access 


UNISYS AT WORK 


'Moving from a capital IT cost to revenue 
pricing is far easier on our overall budget' 


to customer records and services. 

“We wanted to go it alone,” says Joan 
Miller, Suffolk's bead of information 
management. “Running a mainframe is 
very e xp ensive and added to that we were 
connected to tbe corporate county coun- 
cil system. We wanted to break away 
from centralised management, but didn’t 
want to go down the mainframe path. 

“We needed a cheaper system, but one 
powerful enough to proride our workers 
out in the field with up-to-date informa- 
tion from a central database at the push 
of a button.” 

Unisys upgraded the local area net- 
work and Installed Bay Networks hubs 
and Cisco routers for fast access out on 
to the wide area network. An Oracle- 
based database from OLM running on 
three Unix servers replaced the old 
mainframe. 

Registers of Scotland turned to Unisys 
when it wanted to improve its computer 
systems. The agency Is responsible for 
the compilation and maintenance of 
public records and registers relating to 
land and property matters in Scotland. 

The aim of the multi-faceted project 
was, in tbe wends of Alan Ramage, chief 
executive and keeper of the Registers of 
Scotland, “to make public access to our 
infonnatioa as simple as possible”. The 
£2J 5m “Direct Access' project, which Is 
due for completion this year, will 
improve access to public records and 
reduce the cost of conveyancing in Scot- 
land. 

Tbe ability to gain direct access to the 
agency’s records Is the culmination of 
significant investment by the agency in 
moving from paper-based Information to 
full-scale computerisation of its records. 

Under tbe solution provided by 
Unisys, information held in the individ- 


ual production systems database was 
integrated. These diverse data sets were 
then transferred into an Infomix-based 
data warehouse, with additional Index- 
ing and restructuring facilities also pro- 
vided. 

A key part of tbe transition to the new 
system is the commitment of the com- 
puter services group to play a full and 
active role In supporting the agency after 
the project is completed. Indeed, part of 
tbe contract payment Is to be made in the 
development and usage of associated ser- 
vices run from ‘Direct Aces*'. 

Web browser technology is employed 
so that clients can directly access the 
Information held in the data warehouse, 
performing enquiries on a wide range of 
property and land-based matters. The 
user Interface ensures maximum flexibil- 
ity by using internet and Geographic 
Information System technologies. 

One benefit of the new system is (hat it 
allows users to access the registers from 
any location, ehmina ting the need to visit 
the Edinburgh office, or pay someone to 
carry out the search. 

By providing easier, quicker and more 
flexible access to an integrated data set, 
the agency believes that awareness and 
innovative use of the Information will 
increase and tbe costs of conveyancing In 
Scotland will be reduced. 

Fred Cahill, head of Unisys's public 
sector division, says: “Unisys Is currently 
supporting a number of key projects 
such as this, to provide direct access to 
information In the public sector through 
intranet and internet technolopes. 

“Direct access services such as the one 
being implemented by the Registers of 
Scotland can only help governments and 
their agencies to provide better and more 
efficient sendees to tbe public.” 


CITY OF ROME / AUSTRIAN MINISTRY OF FOREIGN AFFAIRS / UK MINISTRY OF DEFENCE 


Net gains for voters 
in the Italian capital 


Paul Mason. Vice President, 
Infrastructure Software Research, idc 


Our new Unlcenter TNG’ Framework™ has caused 
quite a stir. 

Since we made it available for FREE to millions of 
clients around the world, everybody is excited. 

And why not? The new Unicenter ? Framework 
will save developers millions of man-years in develop 
meat time. It will instantly provide new applications 
with cross-platform support. And Unicenter TNCr is 
widely recognized as the industry standard for 
enterprise management 


It's easy to see why ISVs are quick to 


take advanlage ol Sirs amazing FREE offer. 


To find out more, call for a copy of IDG’s 


comprehensive report on toe Unicenter 


TNG Framework and what it means for you. 


CaH right now. Like they say. Time is of the’ essence' 


ca» 01753 679879 or VlSfl 


wwwicalcoin/onces/iA 


Voters in the dty of Rome. Italy's capital city, 
are now able to participate in elections via toe 
internet after the implementation of a new IT 
strategy by the municipal authority. 

Unisys Italia, the Italian subsidiary of the 
integrated computer group, was selected by 
Rome City Coundl for the hardware and 
software solutions that manage toe data from 
toe local registry and electoral services. 

Once set up, toe process for voters is simple. 
The council's internet home page - 
www.commune.roma jt - contains a voting 
icon, which gives visitors access to on-line' 
developments during elections, from the 
numbers of people voting to the votes given to 
each cantSdate. 

Unisys employed its "CoollCE* software rn 
order to achieve the important direct 
connection between the local administration 
and the citizen. 

The company describes the software as 'a 

highly innovative and flexible tool that allows 
users to create and update Web pages in a 
dynamic way without dedicated personnel to 


update static information on the site. Moreover; 
no other specific Web page creation tools are 
needed." 

One of toe key advantages of CoollCE as far 
as the Rome coundl project was concerned was 
its ability to deliver extensive security 
capabilities, thus avoiding the risk of 
manipulation of toe election results. 

Security was also a prominent factor in toe 
decision by toe Austrian Ministry of Foreign 
Affairs to choose a Unisys solution for toe 
upgrading of its Vienna office system. 

Up until last year; toe ministry's old 
mainframe system was being used mostly for toe 
processing of personnel applications. The ministry 
decided to opt for a dfentfcerver system. 

Unisys installed 650 Aquanta Dl desktop 
Ocs and 12 Aquanta QR/6 PC servers running . 
a Microsoft Windows NT front-end. Gerhard 
Milletich, toe ministry’s electronic data 
processing manager, said the attraction of a 
solution based on Windows NT was that It 
provided a consistent user interface across 
applications such as office automation, 
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workflow; e-mail and digital electronic filing. 

Another advantage is the system’s flexibility 
Mr Milletich says this is important because the 
ministry may have to implement minor 
customisation after installation in order to 
achieve the goal of foil electronic workflow and 
imaging. 

'We will be learning from the system itself,' 
says Mr Milletich. 'We will want to add 
individual data processing facilities, specific 
applications like budgeting and personnel." 

Speed of access will be improved by the new 
system. Previously, to answer an internal 
enquiry, files had to be brought to the relevant 
department by hand and it could take days to 
obtain an answer. 'The major problem has been 
transporting toe paper’ says Mr Milletich. The 
new system allows same-day response. 

Similar requirements of speed, efficiency, 
cost-effectiveness and security were high on toe 
agenda of the UK Ministry of Defence when it 
was planning to revamp its IT systems. 

A £28m contract was awarded to Unisys to 
provide common networked IT applications to 
approximately 4,400 users in a restructured 
Procurement Executive In a new office complex 
m Bristol. 

The Unisys solution was based on an 
integrated suite of commercially available 
padcage software. Project management finance 
and contract management tools are integrated 
tote a corporate solution, with a Management 
Information System providing timely summary 
information. 

_ t°°l set* says the computer group, 
provides toe ease of use to worfc in today's 
business environment and the flexibility to 
grow." The system uses networked PCs 
«jpprted by work group and corporate servers. 
Wthin the project; Unisys had to integrate with 
the existing infrastructure and make use of 
easting networking facilities. 

Through structured end-user workshops. 

23? refif !! d Mo0 ’ s business requirement, 
which was then used to evaluate market 

tedfog Packages, and selection of toe "best 
tit solution. 

The project also induded an intensive 
training element. The company has developed 
framing materials that are business process 
focused. Roll-out, training and adoption of toe 
system had to occur in a short time frame Whh 
more than 4,000 user* the most practical 
nwflum was direct contact through computer- 
based tutorials on their workstations. 

Unisys also developed a management 
programme to help the client navigate its way 
throuah the orocess of change. 
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UNISYS & LAW ENFORCEMENT SYSTEMS 

Streamlining the 
constabularies 


UNISYS & CALL CENTRES 

A clear line to new business 


C all centres have become a phe- 
nomenon of the 1990s, as sell- 
ing an ever growing list of 
commodities - from life assur- 
ance to plastic windows - is 
done over the telephone. 

In the UK, there were 162,000 agents 
at 4,000 call centres handling 25m 
domestic and International calls a week tn 
1996. Datamoniior, the market research 
group, forecasts that the number of peo- 
ple employed will rise to almost half a 
million by the mfflenniiun. Across 
Europe, It expects the figure to reach 
1.2m. 

Among those adding its name to the 
Sst of operators coming into the market 
Is Excel] Global Services, h recently won 
a contract with a UK-based credit card 
protection comp a ny, marking a break- 
through for die the US call centre ser- 
vices group In the UK commercial 
market. 

However, the order was a challenging 
one. The customer needed a call centre 
set up In order to contact new card hold- 
ers to offer card protection insurance, 
but needed the work done very quickly. 

A complete call centre had to beset up 
before the work could commence, on 
both outbound and inbound telephone 
campaigns. The former were to contact 
credit and retail card users to sefl card 
protection insurance. The Inbound cam- 
paigns were for freephone numbers to be 
routed to the call centre. 

Excel] appointed Unisys to supply the 
caD centre system to its temporary 
premises in Dunfermline, Scotland. The 
computer services group had to supply 
the applications software and the Win- 
dows 95 operating system on to the exist- 
ing PCs. 

An NT server was enabled with soft- 
ware and the necessary databases built. 
Detailed script writing was also under- 
taken, but because the risers were 
imskfflftd in the use of the product at the 
time, some of the product functionality 
had to be built in to the programme using 
Visual Basic language. 

Information requests 

The system also had to be able to capture 
and transmit data about sales im ^ Infor- 
mation requests to Excell's cfienL 

This part of the project was completed 
in under a week. Meanwhile, EscdTs per- 
manent office, with a capacity for 60 
agents, was under construction at Glen- 
rothes. Unisys had to then duplicate die 
Dunfermline operation there. 

Unisys used “'Versatility”, a third party 
software product, to handle telesales, 
telemarketing and reporting systems. No 
single companywas the prime contractor 
for the part of the project. 


The equipment and the Automated 
Call Distribution switch, which allows 
incoming calls to be sent out in orderly 
queues to waiting operators, were bought 
from other companies. 

Unisys provided the systems Integra- 
tion skats to bring it all together, using a 
Computer Telephony Integration appli- 
cation, CT Connect, to link the switch to 
the PCs. In order to start the outbound 
campaign, the card holders’ Information 
had to be electronically loaded into the 

Versatility database. 

Campaign results 

The results from the campaigns had to 
then be supplied back to Excell's client In 
electronic form, which required bespoke 
programming from the computer group. 

Jon Delnegro, marketing director of 
Excell in the US, says: “The value added 
which Unisys provided, Jentfing Excel] 
equipment, proved that Unisys was a 
wiDtag partner on the project. 


“Most of all, no-one In Glenrothes 
knew of Versatility dim- the environment 
which was being Installed, and Unisys 
provided the training and support to 
novices, which is the most difficult situa- 
tion to be In as a sendee provider. Bear- 
ing all this in mind. It is fantastic that 
Excell went into service on schedule!" 

Unisys is also providing on-going 
technical support to the call centre. The 
group can provide remote back-up to the 
centre's PCs. This system has the added 
benefit of enabling the users to be trained 

rexoolely as wdL 

Helen Bradshaw, ExcdTs director of 
operations in Scotland, says that the pro- 
fessionalism, expertise and OeribUity of 
Unisys were key to the success of the pro- 
ject. 

With this being the company’s first caff 
centre contract in the UK, its success was 
vital to it winning more business. This 
has now been achieved and Excell has 
won repeat business in the UK. 



Call centres: selling a growing list of commodities over the phone 


The need to find a system that will improve performance and speed up 
responses is as pressing for the police as for any other organisation 


T echnology is changing the way 
every industry works, and the 
business of law enforcement is no 
different. Not only are the police 
keen to improve their perfor- 
mance, but they must also respond to devel- 
opments to crime, such as computer fraud, 
which technology has made poadbfe 
During the 1980s, the police intro- 
duced the fira national computer system 
- Holmes - m an attempt to unify the ad 
hoc systems which had been developed 
by various constabularies in the UK. 

There bad been some glaring exam- 
ples In which the police's lack of comput- 
ing power and efficient systems had let 
them down badly. The Yorkshire Ripper 
inqoiry, for example, had to wade 
through some 40 tonnes of paper, con- 
taining everything from hundreds of wit- 
ness statements, to forensic evidence. 

In addition, Peter Sutcliffe, who was 
even ru ally found guilty of multiple mur- 
ders, was interviewed seven times by 
police during the course of the on-going 
Investigation. 

Holmes - Home Office Large Major 
Enquiry System - was designed to pro- 
duce a big Improvement in the police's 
ability to organise large-scale and cora- 


mnllon Systems. 

The Holmes system used a transac- 
tion-based, procedural approach to 
screen navigation. Hie screen content 
was compfetely test orientated and relied 

heavily on the knowkdge and experience 
of the user, who required a substantial 
amount of initial training and also 
underwent refresher training on a regu- 
lar basis. 


were becoming Increasingly apparent. 

In particular, the four systems' Incom- 
patibilities made It difficuh to Unk differ- 
ent systems tog ether in order to compare 

incident database* In cross-border 


crones. 

Don Dovaston, deputy chief constable 
of Derbyshire, said in a recent Financial 
limes interview that the police “have to 
get the best possible results at the lowest 
cost. We can no longer afford to have 120 
detectives on a case". 

He added: “Without technology, we 
will always fail abysmally." 


IT strategy and Holmes 2 was bom. 
Aware of the problems that had affected 
its predecessor, (be contract for the new 
system was awarded to Just one IT com- 
pany - Unisys. The contract was won by 
the group after a two-year tender battle. 

Holmes 2 is a single software Imple- 
mentation, portable across different 
hardware platforms. It also provides 
compatibility and consistency between 
police forces once they have adopted it. 
The new system uses Microsoft Windows 
graphical Interface to improve screen 
navigation and maximum use of graph- 
ics- based tools is made to Improve the 
clarity of the information presented. 

All software components are fully 
integrated to create a complete investiga- 
tion system. Unisys is using advanced 


tor division, says there are several big 
advantages that Holmes 2 has over hs pre- 
decessor. These Include the ha that the 
system is easy to use, thus reducing train- 
tog time and toa-eastog user efficiency. 

Its enhanced computing power aDows 
for more effective research and analysis 
of the database. Three Is also an increase 
in accuracy and speed of data input. In 
addition. Holmes 2 provides an opera- 


means we can deliver a user-lriencfiy sys- 
tem to (be customer's requirements.’* 

Me CahjBl saw that Holmes 2 is cur- 


rently being tested by the Home Office 
and three forces. He expects the roD-out 
to begin eariy next year. 

The Metropolitan Police, the UK’s 
biggest constabulary, has been using 
Unisys for many years to develop its 
Command and Control system (CCS). 

The Met, which has 28,000 officers, 
covers the whole of the Greater London 
area, con taming some 9m people. The 
CCS was first automated in 1984 to deal 


received by the Met every year. That fig- 
ure has trebled in recent years, thus 
necessitating the need for constant 
upgrading. 

The system is based in New Scotland 
Yard in central London and has links to 
70 smaller communications rooms in 
divisional police stations spread across 
the 720 square mDes that the Met covers. 
This creates- the Mefs emergency 
response system, which at its hub is a 
Unisys central computer system bolding 
the vast amount of data that makes the 
system work effectively. 

The solution comprises four main 
applications: 

• The Computer Aided Despatch system, 
designed to handle police emergency 
calls. It Includes the ability to record how 
an incident is handled, where the call is 
made from, and where the nearest police 
reso u rces are located. 

• METOPS is a turnkey project applica- 
tion which provides a sophisticated 
resource management facility that Is 
used for controlling major events in the 
capitaL 

• Message Switching handles the 
requirement for day-to-day administra- 
tive rrmirm mirations. This passes non- 
urgent messages between New Scotland 
Yard, poffee stations and the courts. 

• PNC Interface provides the interface 

between the Met and the Police National 
Computer allowing the Met to access and 
update data held there. | 

Technical rapport 

Because the relationship between the 
Met and Unisys goes back to the late 
1970s, a dose rapport has developed 
between the two organisations in devel- 
oping the Mel’s IT systems. The relation- 
ship was formalised in 1986 when Unisys 
was retained by the Met to provide tech- 
nical specialists in both system software 

and application software to ensure that 

the constantly evolving requirements of 
the end-users are satisfied. 

2n order to meet the ever Increasing 
transaction load and the more stringent 
requirements for availability and stabil- 
ity, Unisys has updated almost all hard- 
ware and software components of the 
Met's systems. The hardware Is now 
based cm Unisys Enterprise Server sys- 
tems. 

The Citizens Charter means that the 
police most keep more performance 
measurement data, A Computer Aided 
D espatch M anag ement Information Sys- 
tem was designed to process manage- 
meni reports from the mailt CAD 
application. These reports provide the 
infar fwatinn to senior officers and help to 
the effectiveness of the police 
service in liwidon . 


piex enquiries. 

However, the seeds ware then sown of 



Technology is changing the way every industry works: law enforcement is no different 


problems tor the fouire. Four versions of intuitive software from Cambridge Neu- 
Hobnes were developed using propri- rodyiramlcs for firee-text retrieval and 
etary hardware from Unisys, Bull, Cap database comparison. 

Gemini and McDonnell Douglas Infer- Fred Cahill, head of Unisys's public sec- 


in effect, Hohnes was designed pit* ' tkuwdty acceptable database Unking 
marity to comp u te rise the police’s man- facility, and easy access to information 
nal procedures and raise tbeproductivlty on PNC and other Holmes 2 systems, 
or the Incident room. Specialist software “We have the most advanced solo- 

was added at various times, but the prob- Dons," says Mr CahUL “The web-based 
lems of raehSng four different platforms technology, with search engine appfica- 

bfllty, together with our strong track 
record to law enforcement systems. 


Holmes 2 

In 1996, the police authorities and the with the estimated 1m e me r gen cy calls 
Home Office dedded to implement a new 


I wish someone would dig a little 
deeper for the best solutions to my 
business problems. I wish I could 
find people who really know how 
to make all this technology stuff 
work together. I wish they could 
see beyond the desktops to the 
whole organisation. I wish they 
would work as hard to make me 
happy after the sale as they do 
before. I wish they were the type to 
roll up their sleeves and stick with 
a problem until it's solved. I wish I 
could find people who give more 
than the minimum effort required. 
I wish I could work with people 
who are as passionate about their 
business as I am about mine. 
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Abbey National: the challenge to computerise what was a paper-driven operation 

UNISYS & FINANCIAL SERVICES 



Institutions focus 
attention on spending 

As systems become more deeply embedded in the strategies of banks 
and other organisations, IT expenditure is reaching ever higher levels 


o other sector is undergoing Ing has radically altered the way business 
such rapid technological is conducted. 

changes as the financial ser- At the same dine, the efficiency of 
vices sector. organisations and their ability to service 

The growth of the internet, their customers is being revolutionised 
electronic commerce and on-line bank- by faster and more powerful computers, 


UNISYS AT WORK 


STAFFORDSHIRE BUILDING SOCIETY 

Extensive network is 
the best solution 


With 300,000 members, 50 branches and 
£1.2bn worth of assets, Staffordshire Building 
Society is the UK's 15th biggest building society. 

Three years ago. the organisation appointed 
Unisys to lead an ambitious £8m IT investment 
to update the group’s computer systems. 

Staffordshire’s existing branch fT system 
consisted of cashiering software running on a 
proprietary hardware platform. A direct link to 
the central ICl mainframe allowed cashiers to 
access individual account details in real timA 
although counter transactions were not 
updated until the dose of business. 

There was no centralised customer database 
and no means of delivering standard 
productivity applications to the branch staff. 

The society deeded to choose a PC-based 
network involving more than 200 stations at its 
50 branches. This would allow staff to use 
spreadsheets and word processors on the same 
system as the cashiering software. It would also 
provide an open, scalable platform with inter- 
branch communications and an upgrade path 
for the future. 

The new branch system consists of one 
server in each branch running Windows NT 
software. An average of three PC-based counter 
systems running Windows 95 are linked to this 
serve: as well as passbook printers and laser 

printers. All the systems run Staffordshire’s own 
bespoke cashiering software, as well as 
providing a link to the mainframe compute: 

Unisys was appointed to supply the hardware 
and provide consultancy on NT, Microsoft 
Systems Management Server and the Microsoft 
Exchange mail programme They also managed 
the systems integration and rail-out and provided 
engineering support after the installation. 

'We needed equipment that could do the 
job, and we needed scalability," says Bill Kinsey, 
technical support supervisor for Staffordshire 

'At this stage we were putting in a branch 
system, but some way down the line we knew 
we would be adding other capabilities and we 
didn't want to go down a blind alley Unisys 
offered both scalability and equipment that 
would perform to our requirements.* 

Simon Wheway the society's computer 
services manages agrees: "What ) found 
particularly good about Unisvs was their ability 


to source and integrate the equipment from 
different suppliers and deliver it They did a very 
professional job.” 

Effective project management was crucial to 
the roi 1-out. where Unisys had difficult 
deadlines - typically Wednesday or Saturday 
afternoon - in which to install a working 
system. With 50 branches to cover at a rate of 
three per week, there was no room for 
mistakes. 

The roll-out was completed 18 months ago, 
on time and to budget. Staffordshire and Unisys 
signed a three-year service contract whidt 
covers all the organisation's IT requirements. 
This includes regular meetings to discuss issues 
and concerns. 

MrWheway says: 'We have found that a 
procedure only ever goes wrong once. If that 
happens, Unisys will ensure that it never goes 
wrong again.” 

Staffordshire has been quick to take 
advantage of the scalability in the original 
' Unisys specification. The new branch systems 
were the first phase of Staffordshire's IT 
replacement programme. The central core 
systems are being changed in phase two, 
providing a relational customer database 
tunning under Oracle on Unix that can be 
accessed by all the branches. 

"We can communicate with colleagues in 
c&fferent ateas better through the e-maii 
system,” says Mr Wheway. * We are able to 
deliver information to the branches more 
efficiently and effectively - and they can access 
central documentation. The branches are a lot 
more efficient." 

He adds: 'We are moving to using process 
flow chart formats rather than written 
departmental procedures - upgrading our way 
of thinking as weii as our IT systems. The 
branch system we chose has enabled us to 
deliver tilings like ABC flowcharter: We couldn't 
have done that with the old systems. 

‘Unisys have a lot of strengths They have an 
in-depth understanding of NT. Thar project 
management « excellent and you always know 
what rs happening. Their equipment is reliable. 
Our experience with Unisys has been extremely 
successful and I'm very confident about 
continulna to work- with them.' 


sophisticated systems Integration and 
rapid advances In telecommunications 
sendees. 

It is small wonder therefore that a 
company's spending decisions on tech- 
nology have become central to its strat- 
egy Tor nor only success, but quite simply 
survival. 

In a recent report on the financial ser- 
vices sector, Datamonitor, the market 
research group, described the quandary 
thus: “As technology becomes increas- 
ingly embedded in the strategies of retail 
banks and other financial organisations, 
IT decisions are shifting from an infor- 
mation level to an executive level — and 
spending has rocketed in recent years." 

It adds: “Beset by the desire to achieve 
scale, driven by the fear of globalisation 
and burdened by the headache of sys- 
tems complexity, banks are reassessing 
their strategies to focus on brand and 
client value.” 

Datamonitor believes there is a centra] 
dilemma facing financial services groups 
hi addressing the situation. Firstly, tech- 
nology has helped banks to become 
vastly more efficient, improve their dis- 
tribution channels and pursue more 
profitable opportunities. 

However, it has also brought with It 
difficulties as banks attempt to manage 
the complexities of their new situations, 
including issues such as the year 2000 
computer problem and the introduction 
of the single European currency. 

Mergers and acquisitions 

Going hand -In -hand with technological 
developments is a wave of mergers and 
acquisitions, some in response to the 
changing business landscape, others 
more opportunistic. Last year, Tor exam- 
ple. 40 per cent of the world's 20 biggest 
mergers involved banks, including two of 
the top three. That too has now been 
topped by the $76bn merger between 

Citicorp and Travelers. 

Analysts believe the number of banks 
in Europe wifi fall by 30 per cent over the 
next 10 years as the M&A wave contin- 
ues. They believe much of it will be defen- 
sive as new technology removes barriers 
to entry into the financial services mar- 
ket, inviting in groups with strong distri- 
bution skills and/or brands, such as 
retailers. 

In the US, General Motors and AT&T 
have suddenly become big players in the 
credit card market, while in the U K, it has 
been die big retail groups - Marks & 
Spencer, Tesco and Virgin - that have 
made all the running. Consolidation Is 
creating bigger organisations which are 
reiving on technology to reduce costs and 
win new business. Citibank, for example, 
has outlined plans to increase the num- 
ber of its customers 1 0-fold to one bfillou 
by 2010 without opening a single branch 
office. 

New customers will be recruited on- 
line. And Citibank and its rivals win use 
all that technology' can provide them with 
- be it data mining to capture and retain 
the best customers, or sales of a vast array 
of financial services, from insurance to 


mortgages - In order to succeed. 

The implications of these changes are 
enormous and put additional pressure 
on the expenditure plans of today’s 
financial organisations. 

Certainly this was uppermost in the 
minds of executives at Abbey National, 
the UK banking group, wben it was con- 
fronted with a series of technological 
challenges as it prepared Itself for the 
new millennium. 

Among these was the decision to intro- 
duce a new IT system into die group's 
Business Communications D epartment. 
It was a move of the utmost Importance 
far the bank as die department was 
responsible for the compilation and dis- 
tribution of product and policy informa- 
tion. throughout the company’s branches. 

Indeed, following the 1996 takeover of 
N&P, Abbey became Britain's fifth 
biggest bank with more Chan 1,000 
branches. 

The challenge was to computerise 
what was a paper-driven operation, 
whereby aO the bank’s financial product, 
services and systems information was 
processed and delivered manually. This 

YEAR 2000 


was both expensive and Inefficient. 

For example, the production cycle of a 
mortgages manual is a long, slow and 
resource-intensive process. Print and 
production is expensive, as is distribu- 
tion and redistribution. In fact, these lat- 
ter expenses were costing the bank 
£3,000 a month, and following the N&P 
acquisition, it needed to spend some 
£500,000 akme In stocking the extra 200 
branches with Abbey manuals. 

It was a situation in need of a compre- 
hensive solution. The bank needed to be 
able to send between 1Mb and 20Mb of 
information to different branches at dif- 
ferent times. At the same time, all the 
branches needed to remain operational 
during downloads to avoid disruption 
during office hours. It needed to be fast, 
flexible and user friendly. 

Abbey engaged Unisys, who Identified 
two main solutions to the provision of 
Information: via satellite or the Internet. 
The latter was rejected on grounds of 
security and expense. There were also 
concerns over management of informa- 
tion given that the internet is essentially 
a two-way communications medium. 


Having opted to use a sateBhe-basaF . 
system, Unisys spent nine moatlfa^ ■ 
installing Alphameric receiving- e^u^^;. ' 
dent, Ofivecti cards and Interleaf 
' ware at cadi of the bank's brandteK ; 

Peter Greenfield, the Business 
' an foi c atidn s Department manager, safrti-j'. i 
TTiebetoqyof satellite Is that It h 
■ W*y comnuuikatkm i nd has faU rechttfe 
ctoasy. ; ;; __ 7 

‘Tbetiroe It saves to ship Information \ 
In to a branch via satellite Is al» 
factor, ft takes Just an hour and a half fe.-p. > 
download an entire Abbey National ~ : r 
. library - about 40 manuals or a mlBgtt V- 
pages of text." '• v-T.."- 

the bank reckons the £3m cost of 
new system wffi be paid back over fote-'E?'.-- 
years. For example. It estimates ft wifi - - 
save some 100m sheets of paper In ib*t\ , 
time. “There will also be saving on audft- j : ; 

- fog costs, while efficiency savings wl® : . . 

result,’' says Mr Greenfield. "j'-l-V 

“AD Information must be supportive. : 
If it isn't, you are doing It wrong. Using 
paper was the best way to ensure that It 
didn't work. Growth isn’t an Issue- fa.- \— 
yafieriiMv 

“We now have a service that everyone 
can see and benefit from which means 7 
our staff are more productive and uiti- ' 
maidy, better at selling our product*" 

Reducing paperwork 

Unisys was also chosen by Girobank 
when the Alliance & Leicester subsidiary 
went hi search of a way of reducing the 
mountain of paperwork generated by its 
cheque and document h a n dli n g 
processes. Unlike other banks, 
Girobank’s business Is conducted via the 
20,000 Post Office branches throughout 
the UK. 

Previously, Girobank documents and 
cheques arriving on a nightly basis from 
the Post Offices would go through five 
sorting processes before being read. Intro- 
ducing fast data-processfog hardware and 
Unisys workstations and supporting soft- 
ware revolutionised the process. Sean 
Clarke, operations director at Girobank, 
describes the system as “thebest quality of 
any large-scale vendor technology pack- 
age supplied over recent years". 

The project b anticipated to run for four 
years and Girobank is already benefiting 
from h. Andy Marshall, tbe bank's head of 
operations at the processing centre says the 
new solution Is the most efficient cheque- 
processing system in the UK. 

Throughput is much higher, docu- 
ments make fewer physical movements 
around the centre and the error race has 
been dramatically reduced as a result. 

UK software and computing 
services market - 
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Abbey National fights back against the bug 


Oi all the technology challenges 
confronting businesses today, none is more 
pertinent titan that thrown up by the so- 
called "MifiennSum bug*. 

Some older computers mil be unable to 
recognise the change of date when the 
year 2000 arrives and are likely to 
malfunction. It is a huge problem and one 
which is costing billions of pounds to 
tackle across Europe. 

Some analysts have suggested the scale 
of the problem could be sudi as to tip the 
world into recession. And a recent leaked 
report from the Group of Eight industrialised 
countries revealed big fears over the 
readiness of the world nuclear industry, 


UNISYS AT WORK 


particularly m non-westem countries. 

In the corporate world, Abbey National 
is unlikely to have any fears over a 
financial meltdown. The UK company has 
undertaken a complete year 2000 solution, 
courtesy of Unisys, the US-based computer 
i services and products group. 

A purpose-built solutions centre has 
been established by Unisys at Milton 
Keynes. Some 330 staft working m tightly- 
focused cells, have been involved in the 
Abbey contract checking 14m lines of code 
written in IS different languages, 

Tony Harrington, marketing director of 
Unisys financial sendees, says: "Our 
software factory approach is proving 'itself 


THE HALIFAX 


Satisfying a client 
with tough demands 


As the UK's biggest provider of mortgages, the 
Halifax has high demands of the systems which 
underpin Its continuing success. 

The group, which converted from a building 
society to public listed company last year, 
manages assets of more than £120bn, and 


services 2.5m mortgages and more than 14m 
retail savings accounts. To support sudi a huge 
operation, it has more than 1,000 branches. 500 
estate agents and 27,000 employees. 

The company has built a strong reputation 

for customer service. It has also been seen as 



The Halifax: a complete tedtnoloav refit for the bank’s 1.000 branches 


to be the most time and cost efficient 
means of salving the millennium problem. 
Abbey National is safe in the knowledge 
that our rigorous testing will help ensure 
business continuity come 1 January, 2000." 

With the Abbey contract recently 
I completed, capacity has been relieved at 
the 2000 factory. However, George Cox, 
chairman of Unisys Ltd, believes even 
companies and organisations that think 
they are Millennium-compliant should not 
be complacent. 

"Vfe would like to throw out a challenge 
to those groups which believe they are 
safe -have yourself tested by Unisys. Be 
sure, not sorry." 


innovative in the finandal products it offer* 
and aggressive when It comes to expansion 
opportunities. 

Unisys was responsible for an important 
piece of development work with the Halifax 
when it recently completed a complete 
technology refit in the bank's 1.000 branches 
across the country. 

Some 14,000 PCs and servers, together with 
7,000 printers were procured, configured and 
installed as part of the contract 
Brian Roddick, who headed the project for 
the Halifax, says the ability of Unisys to work 
both independently and in consultation was a 
key factor in the group winning the contract - 
and delivering on it 

"They were always prepared to try and 

match up to our requirements, but they also 
provided a tot of expertise and help in terms of 
ensuring that all the constituent parts of the 
project came together.' 

The -branch roll-out took place between 
September 1996 and May 1997. Unisys advised 
a start-up rate of installation of about 20 per 
week, with an increase gradually to the taroet 
rate of between 36 and 40. 

'Unisys recommended the ramp-up 
philosophy because they felt it would allow us 

to ensure our processes worked,” says Mr 

Hoddidc. 'And they were right' 

As the roll-out gained momentum, 
contingency weeks were set aside to allow for 
any aborted Installations. Howevec success 

rates were very high from the stm and rose to 

almost 100 per cent 

'Unisys performed admirably during the roll- 
out,' says Mr Roddick. ”We set out to achieve a 

high success rate and we missed very few sites, 

We certain Iv didn't mta any because of Unisys.' 
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Aeroflot the Russian airline is trying to shed its down-market image and target more affluent flyers by investing in the technology for a loyalty scheme 




UNISYS AT WORK 


AIR MILES 


The skies are no 


longer the limit 


UNISYS & AIRLINE LOYALTY SYSTEMS 


Airline operators start 


listening to the market 


dtoa. sSmm. ... ... 


As loyalty schemes become more sophisticated, new technology is 
being used to tap into the buying patterns of customers 
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C ompetitive retail environments 
do not come mnch tougher than 
that of the airline industry. 

In the battle to win and retain 
customers, loyalty schemes are 
becoming more widespread and sophis- 
ticated. They are also becoming more 
valuable as airlines begin to tap their 
potential for analysing the huge amount 
of data they have about their customers. 

Interest in the technology that makes 
this and other benefits possible fs there- 
fore growing rapidly. And it is not just 
those airlines anxious to target the lucra- 
tive business travel market which are 
launching schemes. Airlines serving the 
more mainstream travel market are also 
keen to get on board. 

For example, Unisys, the comparer 
solutions group, has recently won a 
Sl.lm contract to supply its Customer 
Loyalty System to Aeroflot, the Russian 
airline. 
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More affluent flyers 

The order follows on from the decision 
last year by the airline to try and shed Its 
down-market image and to target more 
affluent flyers. Since then. It has ordered 
more modern aircraft and taken steps to 
Improve Its customer service. 

The CLS should enable the group to 
enhance revenue potential by delivering 
customised services and rewards tar- 
geted at narrow customer segments 
rather than broad mass markets. The 
offerings are designed to give real value 
because they are based on customers’ 
actual preferences, buying patterns and 
travel experiences. 

“With the Unisys CLS, we can establish 
high-quality programmes that deliver 
consistently excellent services to our cus- 


tomers," says Nikolay Lebedev, Aeroflot's 
deputy commercial director. 

“By doing so, Aeroflot wfll be able to 
attract and retain more customers and 
significantly increase its share of the 
market. Also, we will be able to fonn 
par tn erships with other airlines to pro- 
vide a wider range of benefits for our pas- 
sengers and expanded burin ess 
opportunities for Aeroflot." 

Mike McNamara, prog ram me director 
for customer management at Unisys, 
says: “Aeroflot Is entering a new age of 
customer awareness, service and mar- 
keting. 

“The Unisys CLS will provide Aeroflot 
with a customer-centric business model 
and enable them to identify, acknowl- 
edge and focus on their most valuable 
customers. CLS will also give Aeroflot the 
capability and flexibility to challenge its 
competitors and enable the airline to co- 
operate with business partners and 
affiance carriers on a global scale.” 

The Russian contract came soon after 
a similar $lm order from AfitaDa, the 
Italian airline. It was keen to have the 
new technology in order to keep pace 
with the group’s exp ans ion. 

“We are continuing to grow and expect 
to fly 1.5m more people this year than in 
1397," says Massimo Poflmeni, vice-pres- 
ident of marketing services for Alitalia. 

"We most support our increased com- 
mercial activity with a solution that takes 
us beyond our current frequent flyer pro- 
gramme, one that lets us individualise 
promotions and show our customers thai 
we really understand their needs and 
Interests. Unisys CLS wifi bdp us cen- 
tralise our focus on the customer, provide 
more personalised service, and further 
distinguish us from competitors.” 


The system feat u re s static file mainte- 
nance for easy system update and moni- 
toring. Airline agents work through a 
simple graphical user interface tfar ran 
be accessed 24 hours a day without any 
scheduled downtime for database 
updates and system administration. 

The CLS also serves as a centralised 
database of customer information, which 
eliminates having valuable information 
in disparate databases. 

Steve Arsenault, programme director 
of Loyalty Systems at Unisys, says many 
customers have turned to the group's 
system solution because of problems 
with their existing technology. 

“We are gening a lot of business from 
customers who have put together their 
own systems -which have been basically 
thrown together - and are then having 
real technical problems when they want 
to expand and do more sophisticated 
things.” 

He cites the example of one European 
airline which realised it was rewarding 
customers with air miles but was unable 
to analyse any of the data about those 
travellers. “Without being able to get the 
full benefits from their loyalty pro- 
gramme, it was basically giving away the 
miles for free,” says Mr Arsenault 


this tremendous amount of flexibility in 
deciding what they want to do,” says Mr 
Arsenault. 

Unisys has licensed its software to a 
number of airlines, which have chosen to 
do the installation themselves. However, 
the computer group prefers to undertake 
the entire project itself so that the cus- 
tomer can realise the lull benefits of the 
system. 

“We eke to establish a close working 
relationship with the customer so that 
we get a real understanding of their busi- 
ness, what they want from the flLS and 
what we can do for them,” says Mr Arse- 
nanlt- 

“Up-front consultancy is important 
became quite often customers’ ideas of 
what they want wfll change as the project 
progresses. It can save the customer a lot 
of money." 

Unisys has Introduced its own loyalty 
scheme for its CLS customers, with the 
aim of producing even m ore hnprove- 
ments to the technology. 

A CLS User Croup has been set up and 
meets twice a year. Each airfine represen- 
tative is empo wer e d to bring 5804)00 to 
the meeting, which Unisys will match. Ihe 
proceeds are used to fund development 
work on the CLS, the fruits of which are 
pas s ed on to the User Group participa n t s. 


With some 4m customers, Air Miles runs one ol 
the largest loyalty programmes in the world. So 
when the British Airways subsidiary was 
considering upgrading its computer system, it 
was looking for something which would provide 
it with an open platform, greater power and 
complete flexibility. 

About 7 per cent of the UK population 
participates in Air Miles promotions. The scheme 
has expanded beyond the air travel market and 
awards are made on a variety of products not 
connected with flying. For example, customers 
of Scottish Hydro-Electric, the power company, 
will be able to accumulate Air Miles as the 
residential electricity maricet opens to 
competition. The company is malting at least 
24m Air Miles available. 

In fact Air Miles has become a fully 
integrated multi-collection programme, which 
enables customers to collect miles through 
purchases and transactions from more than 350 
sources, including credit cards, supermarkets, 
restaurants and service stations. 

The company decided to choose the Unisys 
Customer Loyally System because of its 
flexibility in being able to manage the group's 
huge scope of operations. 'We have a large; 
dtaise customer base; and Unisys CLS gives us 
the flexibility to respond to our customers more 
efficiently and effectively with highly 
personalised service, " says Keith Mitchell, 
information technology director Air Miles Travel 
Promotions Ltd. 


"We have to be adept and flexible in dealing 
with all relationship management issues - 
whether for credit card, fuel, retailing or airline 
travel - to meet and exceed everyone's 
expectations. To achieve this goal, we need an 
integrated approach that addresses the whole 
customer experience. CLS will provide the core 
infrastructure around which all our 
comrnunkations. customer service and 
marketing will revolve. * 

Nick Hynes, travel management director at 
Air Miles, agrees. "With CLS; we are able to 
reinforce relationships with our customers on 
an individual basis. A major part of our business 
is selling leisure travel directly to our customer 
base, and we believe greater knowledge of our 
customers, the ability to communicate with 
them one-to-one. and our desire to offer them 
the best and most relevant travel offers can all 
be satisfied by CIS.” 

Air Miles awards can be combined to 
towards a reward. Depending on the number of 
miles redeemed, miles can be claimed for free 
air travel, hotel stays, efocounted holiday 
packages, ferry trips, and cinema tickets. 

Steve Arsenault, Unisys programme director 
for CIS, says: "Frequency programmes alone 
will not satisfy customers or maintain customer 
loyalty. Unisys CLS enables loyalty management 
organisations and airline management to 
provide the consistently excellent, personalised 
service that cultivates high-level customer 
loyalty.' 
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I Air Miles: about 7 per cent of the UK population participates in its promotions 
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Flexibility 

He also emphasises die flexibility of the 
Unisys CLS, which Is an open system, 
allowing airlines to integrate It with any 
other systems they might be nsing. 

In addition, it gives airlines that are 
new to the loyalty market, such as 
Aeroflot, a wealth of choice about the 
type of scheme they want to employ, 
“Aeroflot does not know what sort of pro- 
gramme ft wants yet, but the CLS gives it 
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UNISYS & MOBILE SERVICES 




D esigning and implementing on 
efficient and effective answer- 
ing machine service for busy 
mobile telephone users was 
one of the many challenges 
faced by Orange when it became the UK’s 
fourth cellular operator In 1994. 

Orange needed to develop a system 
which lived up to its reputation for ser- 
vice and innovation. “Our products and 
marketing philosophy from the outset 
have been inclusive,” says Lester Evans, 
the company’s engineering manager for 
messaging systems. 

“Orange’s goal Is to offer a brood range 
of services as stan da rd, and proride a set 
of attractively priced services that are 
easy to understand and use.” 

Its introduction Into mobile messag- 
ing Illustrates the company’s overall 
approach to the challenge: provide 
robust products that are designed to 
appeal to the entire subscriber group, 
and dial can be operated intuitively by 
even tiie most uninitiated user. 

Market research by Orange d is covered 
that despite a poor reputation in (he past, 
voice messaging was a value-added ser- 
vice which canid enhance customer 
retention and profitability. The Orange 
Answer Phone was Introduced with the 
bunch of the group’s service In 1994. 

The service ensures that subscribers 
never miss a calL If a subscriber’s phone 
is busy, unanswered or switched off; the 
Orange system automatically diverts 
calls to the answer phone service. 

Users am oho take advantage of the 
integration of cafler display into Orange 
phones, afiowing them to manage their 
Incoming calls and send a particular 
Incoming call to (heir answer phone 
when thev do not wish to takr 1L 


Providers get the message 


Upgrading the Answer Phone service 
bas led to users now being able to send or 
forward voice messages directly to any 
other Orange users without ringing their 
phones. They can also reply to a voice 
message that has been salt directly to 
them without having to punch In the 
sender's phone number. 

Answer Phone also allows users to set 

up “mailing list*” of other Orange users 
to whom they reg uh riy need to broadcast 
messages. To create its advanced mes- 
saging system. Orange turned to Unisys, 
the integrated computer group, for a 
flexible solution that could be cus- 
tomised and scaled-np to respond to 
market demands. 


Virtual network answering 

“If we hove customer problems. It would 
be more Bkely that Bor some reason they 
weren't able to access the service, not 
because they weren't able to understand 
it," says Mr Evans. "Our virtual network 
answering machine Is for and away the 
largest benefit our subscribers perceive In 
our value-added services.” 

Using the VoiceSonrce NAP pisiform. 
Orange has also enhanced its customer 
sendee centre capabilities. Subscribers 
can automatically access information 
regarding accounts and sendees by fol- 
lowing the system's voice prompts. 

“Having someone answer a call In per- 
son tks up expensive resources, but hav- 
ing a cheaper call fulfilment and 
dissatisfied customers Isn't acceptable 
either," says Mr Evans. “This system 
helps ns balance those two objectives and 
aBows the potential u> route » more spe- 
cialist operators as the system can pre- 
screen c&Bxby q u er y type. 

VoksSomre NAP was also tbc platform 


chosen by Unisys for toe imple men t a t i on 
of a newmewMglHgsyslem for EPfas MoM- 
ftmk, the German mofrOe tel e c oms group. 

The new messaging architecture was 
designed to provide flexible and nser- 
friendly services for the company’s cus- 
tomers. At the heart of lire system were two 
VcBceSource Qearpath NX4800 transac- 
tion computers. Each of these offers a 
capacity of more than 500,000 mailboxes, 
operating together as a logical system. 

Based on this ar chi t e c tur e, the system 
provides answering machine, news 
ti anuiihrin n, Integrated facsimile trans- 
mission, wake-up, and short message 
functions. Central to of ttw 

project was the migration of end users 
from the previously distributed systems 
tothenewVotceSomce platform, ideally 
without affecting the operation of the E~ 
Pius network. 

Initially, Unisys adapted all the system 
components and application functions to 
the E-Plus network requirements, and 
following these adaptations the actual 
miration steps were carried out. 

Within the course of this project 
as man y as 160^MQ active user 
mailboxes were migrated In just a single 
step. The high performance and scalabil- 
ity of the NAP VoiceSonrce system 
enabled a load t ran s f er of a previously 
unpa r al leled nwpiitudfc 

The overall design of the system allows 
its capacity to be dymnnterify extended 
to meet the rapidly expanding volume of 
s u bscrib ers to the EPlns network. Com- 
bined with a concentration of system 
engin e e rin g to just a few locations and 
canenknt administration options, fids 
enables a more sftnpfifled operational 
en v ir o nm ent with considerably 
impro ve d service op tio ns . 
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the media 



revolution 


The Hermes system has emerged as one of the 
most successful of the myriad solutions that 
are now available to the industry 


T he technological changes in the 
publishing industry have been 
nothing short of revolutionary in 
the past 10 years. In that time, 
the heart of the (IK national 
newspaper industry. Fleet Street, has 
been torn out as new technology has 
transformed its economics and structure. 

It has been a similar story across 
Europe. Old hot metal presses have given 
way to modern electronic and digital 
equipment, which require different skills 
and offer much more flexible ways of 
working. At the same time, the comput- 
erisation of the editorial and production 
functions has wrought significant 
changes to that side of the business. 

The computer Industry has been swift 
to Innovate. A host of systems now exists 
on the market, offering publishers differ- 
ent solutions to their printing and edito- 
rial requirements. However, “Hermes", 
which has been developed by Unisys, has 
emerged as one of the most successful. 
Among a series of important contract 
wins, News International, the UK’s 
biggest newspaper publisher, last year 
chose Hermes as the system that would 
produce its 10 publications, including 
four national newspapers. 

The complete integration and scala- 
bility of the solutions was one of the 
major factors In our decision to select 
Unisys," says Craig MitcheD, director of 
information technology for News Inter- 
national. “In addition to the system capa- 
bilities, we were looking for a supplier 
who would be prepared to work with us 
to meet our very complex requirements. 

“We were impressed with the level of 
commitment Unisys brings to the pub- 
lishing industry and their willingness to 
work with ns to meet our needs." 

Kevin Delaney, director of publishing 
systems at Unisys, says: “I believe that 
News International will be setting the 
standard for newsroom systems for what 


is considered (he most advanced, fully 
Integrated model of its kind in the 
world." 

The contract is the biggest publishing 
deal ever won by Unisys. It comprises the 
Unisys Hermes editorial production sys- 
tem, Unisys WlreCenter. a wire input and 
routing system, and Unisys DocCenter, a 
multimedia archive system. 

The hardware and system software 
platform consists of two Sun E1000 and 
two E500Q servers, with an Oracle data- 
base for Hermes and Basis Plus database 
for DocCenter. 

Flexibility and scalability appear to be 
the key merits of Hermes. The three sys- 
tems which comprise the package allow a 
publisher to produce many different 
papers with different styles within an 
integrated solution. U olflce many sys- 
tems implemented over the past 10 
years, all of the applications required to 
prodace a newspaper are accessible 
through one terminal rather than using 
separate editorial and page assembly 
workstations. 


Single database 

Everyone works from a single database 
so that, for example, several people can 
work on the same page simultaneously. 
This and otha* features help to speed up 
the production process and allow editors 
to dose pages later to cover late-breaking 
stories with greater effect. 

The solution runs on the Sun Solaris 
platform and mainstream databases. 
They use PCs as clients with applications 
running in Windows 95 and NT. Hermes 
and WlreCenter also run on both DEC 
Alpha and Intel servers using Windows 
NT and the MS- SQL server. Unisys sys- 
tems and Integration expertise and capa- 
bilities allow the integration of existing 
proprietary and off-the-shelf speciality 
packages until the Unisys Publishing 
Solution. 


News Intanational is just one of scone 50 
publishers around the world that have 
the Hermes solution. Fariiw dns 
year, the Barcefcuia-based newspapers La 
Vanguanfi&and El Mundo Deportivo elected 
to use Unisys for their pubOriiiiig systen. 

La Vonguardia Is one of the largest 
daily newspapers In Spain, selling 

250.000 copies on weekdays, rising to 

450.000 at weekends. The 96-page paper 
is produced five times a day. 0 Mundo 
Deportivo is one of Spain's top sports 
papers, with a daily circulation of 
125.000. Both papers belong to the Godo 
publishing group. 


f - 1998 Uni»y* Corporanm. 


We're helping our clients with the millennium problem. 
Now that's really working against the clock. 


Great ideas don't always come between the hours of nine to five. Especially for 
situations as far reaching as the Year 2000 problem. So even when we're not at 
work, we're working on it And coming up with solutions. like bringing Australia's 
major banks together to help address the kind of problem that only comes along 
every thousand years. We're helping our clients work together and prepare for 
potential problems no one has had to face before, www.unisys.com ^ 
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The contract Involves the IT group 
installlng300 workstations, connected to 
Hermes, with Its integrated editorial and 
electronic pagination, and WIreCenter’s 
wire services and external communica- 
tions management, like the News Inter- 
national system, the solutions will be 
anchored by three Sun servers, and will 
also be integrated with the advertising 
computer system currently in use at both 
newspapers. 

“La Vanguardia and El Mundo 
Deportivo decided to go with the Unisys 
Publishing Solutions because they are 
highly integrated and based on open sys- 
tems and market standards which are a lot 
easier to support than our current propri- 
etary system, "says laume Francos, general 
manager of the newspaper’s operations. 

“We were looking for an industry- 
leading supplier to partner with. Unisys 
is a leading supplier in Europe, and most 
importantly will be able to lead us into 
tiie 21 st century to furnish us continually 
with the most advanced solutions during 
the years to come." 

Aine Gibbings. Unisys Publishing 
Solutions P ro gra m Manager for Iberia, 
says building a strong relationship 
between the two companies will be the 
bedrock of the project’s success. “The 
growing success of Unisys Publishing 
Solutions ensures that Unisys win con- 
tinue to supply advanced solutions for 
medium and large newspapers, allowing 
them to shorten their production cycles, 
get closer to their customers and 
improve the quality of their products.” 


21st ce n t u ry: higher levels of productiv- 
ity, significant improvements in the 
quality of the final product and a wide 
range of possibilities to use Hermes for 
new information products and services." 

This was certainly the view of the edi- 
torial management at La Voix du Nord, 
the fifth largest daffy newspaper in 
France, when they came to modernise 
their systems. 

The group bad a very centralised 
organisation, its UUe headquarters bring 
the hob for the 300 journalists and 1,000 
regional correspondents. However, this 
system had many disadvantages for such 
a large disparate operation, being too 
bureaucratic and unwieldy to respond 
quickly In such a fast-moving environ- 
ment as the mediaXa Voix du Nord, 
therefore, derided to decentralise its 
organisation. 

“The main purpose was to simplify our 
working tools in order to send journalists 
Into the field," says Andre Soleau, the 
group's general manager. This involved 
the installation of anew editorial system. 


glous contract. In production since Octo- 
ber 1996, the Hermes publishing system 
has allowed the Midi Libre Group to 
rationalise its editorial workflow and 
speed up its production process. 






System integration 

"The integration of the editorial and pro- 
duction cycles, the way journalists can 
work in WYSIWYG mode, and the supe- 
rior monitoring provided by the Hermes 
Supervisor production tracking applica- 
tion have helped us to simplify our daily 
tasks and have allowed us to extend our 
working deadlines,” says Mr Prete. It was 
another substantial task for which Her- 
mes “was called upon to solve when 
Frankfurter Allgemeine Zeitung, the 
large German newspaper group, went 
looking for a new editorial and produc- 
tion system last year. 

Frankfurter Aflgerneine Zeitung has a 
daily circulation of 400,000 copies. The 
FAZ group, which is the seventh largest 
publisher in Germany, also Includes 
Markfache Aflgemrine Zeitung in Potsdam 
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'The production tracking application has 
helped us to simplify our daily tasks' 
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Spanish success 

The contract is the second Spanish suc- 
cess for Unisys recently. Last year, It 
began Installing Its publishing solutions 
at £J Pals. The Madrid-based newspaper 
| believes (he acquisition gives h a cutting 
edge in an Increasingly competitive 
worid. "The existence of new media areas 

such as the internet, the enormous com- 
petitiveness and the new Information 
, demands of the next century's society are 
already producing profound changes In 
the role of the traditional editorial busi- 
! ness and fts products,” says H Pais. 

“With Hermes, the newspaper bas 
acquired a tool which allows us to opti- 
mise our editing process. Imp ro v ing die 
q ualify of the product and of the work per- 
formed by the writing and design teams, 
its fancdonallty as a global information 
management system will facilitate theexe- 
ation of new products and services In both 
conventional and digital formats." 

Ms Gibbings agrees. “The success of 
the Hermes implementation in (he high- 
est circulation newspaper of the country 
confirms the high performance of the 
solution and its flexibility to adapt to (he 
requirements of the written press of the 


as well as the relocation of journalists to 
new remote locations. 

Hermes was chosen as the solution to 
the complex problems posed by the reor- 
ganisation. Each of the teams of journal- 
ists, located in one of the 35 La Voix dn 
Nord remote bureaux, works indepen- 
dently and is responsible for designing 
and producing Its pages. 

Midi Libre publishes three southern 
French regional newspapers - Midi 
Libre, [.Independent du Midi and Centre 
Presse. Montpelier-based Midi Libre has 
a daily circulation of 170,000 and has a 
network of 12 remote offices to produce 
the paper’s 18 different editions. 

The other two papers are based in Per- 
pignan and Rodez respectively and sefl 
some 125,000 copies between them, 
ag a in with many different editions. The 
decision to modernise its production sys- 
tem was therefore a significant one for 
such a disparate operation. “The new 
publishing solutions bad to be open to 
allow integrations with existing systems, 
flexible enough to adapt to organisa- 
tional and environmental changes an d 
easy for our editorial teams to master,” 
says Jean-Domlnique Prete t, general 
manager of the Midi Libre Group. 

“Last but not least, the new publishing 
system needed to allow us to achieve a 
high return on investment." 

An exhaustive year-long tender 
process found Unisys awarded the presti- 


(circulatfon 220,000) and Frankfurter 
Neue Presse (circulation 1 15,000). Other 
publications in the group include Blick 
durefa die Wirtschaft, a business paper. 

This was the third big deal Unisys Pub- 
lishing Solutions had won in Germany. It 
followed the derision by Medien Sys- 
temhaus Recbenzentrum Sudwest of 
Stuttgart to install Hermes, and by Ver- 
lagsgruppe HandelsblsU of Dtisseldorf. 

It was a familiar cal] when Unisys 
received an invitation to update its edi- 
torial and production system last year 
from D Messaggero, the Rome-based 
daily news group. With a relationship 
going back more than 20 years, the two 
knew each other wriL D Messaggero, one 
of Italy's oldest newspapers, bas a daily 
circulation of 350,000. An average of 90 
pages are produced daily for the 17 af- 
ferent editions published and distributed 
mainly In the central and southern 
regions of Italy. 

The publisher had installed all the dif- 
ferent Unisys production systems since 
1976. It started with the Gtms/Unco, 
based on a 9480 mainframe, in 1988, the 
group moved up to an Ares, based on a 
2200 mainframe, then four years latex, 
Unisys Installed Hermes. During all the 
years, however, Unisys bas been com- 
pared with afi the other providers in the 
market, but the company's solutions 
have always been chosen in preference to 

its rivals. 
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Then and now (too and above): newspaper technology has exoerienced revolutionary change in the past 10 years 
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INTERVIEW: GEORGE COX OF UNISYS 
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G eorge Cox had some pleasant 
surp ri ses when he Joined 
Unisys t hre e y ea rs ago. IBs per- 
cepdons mir ro red many in the 
information technology indus- 
try of an organisation famed for its hard- 
ware, and which also pul systems togetbov 
“i was very impressed when I arrived. 
Rather than just a computer company, 1 
found an organisation which was built 
solely on customer relations. It was a very 
uncynical placet there was good technol- 
ogy and some very bright people.” 

What it lacked, bowevay was the abffity 
to market these attributes. “It was obvkms 
we were not very good at selling ourselves 
outside of our client base,” says Mr Cox. 
“People knew oar name but were not sure 
exactly what it was we did. Obviously our 
major clients didn't see us like that, but 
outside of dun there was a percep t ion that 
we were an unknown quantity.” 

A new major marketing campaign 
aims to change that. It will highlight the 
service side of the business, where the 

gn » ii | W earns almost two-thirds of its rev- 
enues, and underline the company's 
involvement with the entire IT process, 
including the outsourcing of commodity 
hardware products and the focusing of 
Unisys development resources on high- 
end enterprise servers. 
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• George Cox. 58, has had a prestigious 
career in the information technology industry. 
Since joining Unisys three years ago, he has 
been managing tJ rector of the UK subsidiary 
and chief executive for Information Services in 
Europe. He is at present chairman of Unisys 
Ltd, aid also has responsibility for the Euro- 
pean Country Managers and for all European 
major accounts. 

Before joining Unisys, Mr Cox was chairman 
of P-E International, and prior to that he was 
managing director of Butler Cox, the 
international consulting and research yo up 

He is a visiting professor at Royal Holloway 
College, University of London. He is also a 
member of the board of the London 
International Financial Futures aid Options 
Exchange and a non-executive member of the 
Management Board of the UK Inland Revenue. 

The author of several papers on 
management and on the application of 
information technology. Mr Cox has given talks 
and led seminars in 25 different countries. 



E l e ct ro ni c Data Systems and Serna. 
Unisys ban been investing heavily In 

rwniiliM it unit t raining in order to make 

the organisation even more customer 
focused. Mr Cox befieves it is these rda- 
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'The challenge is to make the market more 
widely aware of what it is we have to offer' 
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Most Importantly, It Is what customers 
want. The growing complexity and size of 
IT contracts, as well as their sheer impor- 
tance to an organisation's competitive- 
ness, means potential customers are 
looking for a supplier to procure the 
hardware and software, install and inte- 
grate the system and provide support 
throughout and beyond the project's life. 

"Companies want a complete solution 
to their IT systems requirements," says 
Mr Cox. They don’t want answers or 
advice on individual problems.” 

The chaDe^e for Unisys has been to 
differentiate itself from other former 
hardware companies which are following 
a similar strategy, such as IBM and ICL. It 
must also compete with the big consul- 
tancy firms, such as Andersen Consulting, 
and the computer services groups, such as 


tionships which wffl underpin the future 
prosperity of the business. It has also 
worked hard at becoming more respon- 
sive and flexible as an organisation. 

The big change in the IT market in 
recent years has been that customers 
have become more demanding, and the 
onus is on us to respond to that shift. It’s 
the pressure on organisations to change 
that generates all our business. One only 
has to look at the radical changes in the 
financial services market to see how 
technology is completely changing the 
way people do business.” 

The huge investments being made by 
individual organisations In IT puts 
tremendous responsibility on the sup- 
plier. Mr Cox la proud of the fact that 
almost two- thirds of the group's Euro- 
pean revenues comes from Basting cus- 


tomers. However, the new drive to 
attract a wider customer base has seen 
the company preparing its organisation 
in readiness to respond to a European IT 
market Mr Cox describes as “buoyant”. 

A big recruitment drive has been 
under way, partkabxfy In the major con- 
tinental Europea n centres. In France, for 
example, Unisys plans to appoint a 
senior industry figure to head its growing 
operations there. A new level of “diem 
business directors" been created that 
wffl be able to address the group’s mar - 
keting challenge, as wefl as being techni- 
cal experts. 

They’ll be people who are comfort- 
able tailring at the most senior corporate 
level about a company’s IT require- . 
meats," says Mr Cool 

Unisys plans to leci ui t some 70 client 
business directors throughout Europe. 
The challenge is to Hi*! imA h 
more widely aware of what it is we have to 
offer." He adds: “Did yon know, for 
example, that half the world’s cheques 
are processed by Unisys?” 

In addition, there is a widespread 
recruitm ent campaign for general tech- 
nicians and college graduates. In all, 
Unisys expects to add 1,000 extra staff 
this year to its 8£00 existing European , 
workforce. The company wffl continue to 
focus ou its chosen market segments: ' 
financial services, publishing, pnbllcsec- | 
tor, transport systems, law enforcement 
and telecoms. 

There have also been Internal changes 
at the group in order to increase effi- 
ciency and trim costs. Being a new kind 
of business also requires a change in the < 
working environment. Mr Cox and Ms j 
management team have turned the j 
group’s offices Into "business centres”, 
where staff work around a central 
administrative hob and use the facilities, 
be ft a private office, or a team worksta- 
tion, as befits their requirements. No one 
has their own desk. 

The resuit has been a 30 per cent rise 
in staff numbers and an 18 per cent 
decline in office space. “And it’s more 
convivial, efficient and empowering, says 
Mr Cox. 

So much so, that senior management 


will now go through the same proces s . 
The tra p pi n gs of being a managing 
director, with the big plush office 
etcetera, belong to a bygone era,” says Mr 
Cox, adding that the rest of the executives 
are “extremely keen" on the idea. 

The company has struck some Impor- 
tant agreements with other computer 
groups to support ita operations. There is 
a partnership agreement with Hewlett 
Packard, which took over supp ly ing per- 
sonal co mputers after Unisys puBed out 
of the PC manufacturing business. 
Unisys Is a strategic partner with 
Microsoft, the world's biggest software 
gro up . There is also a world-wide main- 
tenance contract with Dell, the US com- 


puter company. 

However, none of The agreements 
compromise the commitment ol Unisys 
to providhig the system solution that will 
best suit an or g ani sa t ion. “I thought a 
lack oflndependence might be a problem 
before I came here, but nothing could be 
further from the truth," says Mr Cox. 
The reputation of Unisys to provide the 
m nipn iw s ys te m anH solution the cus- 
tomer wants and needs is unsurpassed.” 

He points out that many of the pub- 
lishing sys t e ms the co m pa n y supplies, 
for example, are based on Son Microsys- 
tems machines. 

When he is not on executive duties, Mr 
Coxfikes to indul ge his passion for avia- 


tion, a pastime he says helps focus his 
mind for the dballenges of the job. He Is a 
qualified gliding instructor and win “still 
leap in whenever 1 can”. However, his 
most recent and enjoyable trip was flying 
the pride of the Russian air force, the MIg 
29 combat aircraft, which Its makers 
claim is the best dose quarter fighter in 
the world- “It was an amazing experi- 
ence,” says Mr Cox. 

He is also undoubtedly enjoying the 
experience of reshaping Unisys. “It’s 
about moving from being a provider of 
technology to a supplier of solutions. It’s 
been about changing the culture of tire 
company, but we’ve done it and are now 
moving forward.” 


tt1998 Untayi Corporation. 
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YANKEE GROUP 


Survey finds efficiency in 
an economic system 


A recent report by Yankee Group, the US 
maitott research company found that Unsys 
mainframe awroronents are s^pdficandy Jess 
expensive to operate than comparable IBM 
mainframes running similar qglotioni Tfte 
studjL which was undenwrtteRbylJnfsys, 
found that the Unisys CteMfWt environment 
can sappwr a «m3ar mmAer of conwnent 
users mi xmonvA apphcaions with fat 
fewer WPS (W per can fewer) and staff {77 
per cent fewer) than die IBM OS/390 CMOS 
en vi ronment roquats.. 

MVS or mffiu^-manjciiorfi^-second. 


is a commorty used measwanon of a 
computer's Itofsepawer' aid potential speed. 

The Yankee Group study found Thai Unisys 
systems can hantfle coroparabte \wdk»ds 
muck more efficiently than IBM systems. 

' Our users tvwe *ways known that Unisys 
mamframedass envin»OT»ms were more 
efficient aid less expet»ve to operate dun 
comparable IBM eovuonmenu,” wys Briar, 
Hatffietd vke^resident and general manager of 
the CfearFtith business maialw at Unisys. *Vte 
are pleased that Yankee Group has been able to 
demonstrate the greater ast-effcctiveness tf 


Unisys OearPath wa fc tf i anx fass servers ninth 

good, hard numbers.* 

The \fcntee Gram comfooed a survey of 109 

IBM and 99 Unisys user companies in the U£ 
Canada. Europe, South Africa, Mew Zealand and 
Ausrra5a.The survey was designed to compare 
user perceptions of the Unisys Clearfttii and the 

IBM OS.390 CMOS operating en viron ments in 

Terms of their relative ease of us% usw 
sasforton and The survey also 
compared siaffirq levels of voiws key related 
support tuixTkms. Other issues and fab*s 
conpared mduded the number of concurrent 
iBeti conccRen: applkaions and business 
1 ^ptatfons. 

] 'Our survey s based on the reaf-worid 
j Experience of the users of ihese systeoi^'says 
Ffery Hans, c&ectDt management strategies at 
Yankee Grots. "Cvera’J sa tis fa c tion and 
reiiaMrty found to be equal for both fBM 
{ and Unisyi bis the sevej emphatically shows 
| flat Unisys systems v.wk more efticemfy and 
: recur? iess saf; ‘£ oswatt." 


. 

*% m 




Sometimes they turn up on the third green. Because even when we're not in the office, our heads 
are into our clients' businesses. Like when we designed, developed and tested the First-ever Web 
application to report real-time election results for the city of Rome. Unisys people from three 
continents worked round the dock to make it happen in just one month. When you need to do things 
never done before, a partner obsessed with succeeding really helps, www.unisys.com jfo 


UNISYS 


We eat. sleep and drink this stuff. 
















Our clients have challenges you just can't leave at the 
world's leading global travel reservation systems. Their 
phenomenal success: as system demand soared, they called 
developed a breakthrough solution that increased capacity and 


time. At Unisys, we're always thinking of better ways to meet 


No matter where we happen to be. www.unisys.com 


office. Take Amadeus™ one of the 
challenge was a result of 
Unisys. We dug in and 
improved response 
clients' needs. 
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